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NATIONAL ECONOMIC POLICY 


READJUSTMENT OF NATIONAL ECONOMY TO SPEED UP MODERNIZATION 


Beijing JINGJI YANJIU in Chinese No 5, 20 May 79 pp 6-13 HK 


[Article by He Zhuo [0149 3820]: "“Readjust the National Economy: A 
Strategic Measure To Speed Up Modernization") 


{Text} After deciding to shift the focus of the whole party‘s work to 
modernization, the party Central Committee has made another decision: some 
time should be devoted to readjusting the national economy and basically 
changing serious disproportion; meanwhile, efforts should be made to re- 
structure the economic system, consolidate existing enterprises and greatly 
raise the level of economic work so our national economy may develop 
persistently, proportionally and speedily. This decision is of strategic 
significance in guaranteeing our triumphant march toward the great goal of 
the four modernizations. 


I 


After the “gang of four" were smashed, our national economy was rehabilitated 
and developed quickly. Total industrial output value increased by 14.1 per- 
cent in 1977 as compared with 1976 and again by 13.5 percent in 1978 against 
1977. Agricultural production also increased in 1977 and 1978, with grain 
output in 1978 reaching an all-time high. Fiscal income has risen year 
after year. If it were 100 in 1976, it rose to 116.4 in 1977 and again to 
145.4 in 1978. The current situation is highly favorable. Of course, this 
does not mean that all problems concerning the national economy have been 
solved. Agricultural development is still very slow. If calculated 
according to population, grain output is more or less the same as that in 
1957 but output of cotton and oil-bearing crops has dropped. There is a 
wide gap between the current situation of agriculture and the demand for 
industrial development. Light industries are developing siowly because they 
do not have a guaranteed supply of funds, raw and other materials and fuels. 
Heavy industries dealing with coal, power, oil, transportation and building 
material, which are the vanguard of the national economy, are also develop- 
ing slowly. There is still power supply shortages, and the capacity of the 
power generating equipment is far from fully developed. The scale of 
capital construction is larger than investments in it, and there is more 
money than needed to buy supplies and equipment. The question of a farflung 
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battlefront sas not been settled but continues to develop, Money is not 
invested in strict accordance with the policy of making arrangements in the 
order of agriculture, light industry and heavy industry. Few investment 
items in lizht industry, public utility, housing projects, cultural, 
educational and health work which are directly related to people's living 
are giving good returns and most are run at a loss. There is also an 
imbalance between the people's purchasing power and market supplies. 


Production and construction cannot develop rapidly until this question of 
imbalance between various sectors of the national economy has been settled, 
Readjusting the national economy policy is an important strategic policy 
meeting the urgent needs of the national economy and a resolute measure 
for further wiping out the pernicious influence of Lin Bia» and the “gang 
of four.” The imbalance which has long existed in the national economy 

is related to shortcomings and mistakes in our work. Comrade Mao Zedong 
once clearly pointed out: "A constant process of readjustment through 
state planning is needed to deal with the contradiction between production 
and the needs of society, which will long remain an objective reality.” 
“Sometimes, contradictions arise and the equilibrium is upset because our 
subjective arrangements do not conform to objective reality; this is what 
we call making a mistake.” (Selected Works of Mao Zedong, "On the Correct 
Handling of Contradictions Among the People,” Vol 5, p 375) The economic 
proportions in a capitalist society are readjusted blindly through the law 
of value. In our socialist society, the economy is planned and planning 
plays an important part in its adjustment. Problems of achieving an overall 
balance have long existed in our work, and targets have often been fixed 
too high. These high targets are seen chiefly in some industrial depart- 
ments, especially some steel plants which carry out production at high 
costs and take a long time to turn out products and yield profits. The 
iron and steel industry always “goes before” other sectors of the national 
economy, especially agriculture and light industry. In this way, it is 
impossible for the whole national economy to develop systematically, 
proportionally and rapidly. Eventually, the iron and steel! industry wil! 
not be able to develop, 


Therefore, the policy of readjusting the national economy also aims at 
rectifying the ideological line for economic construction and making our 
subjecti »* arrangements conform to objective reality, In this sense, 

it is a .olicy which we must follow conscientiously for a long time. In 

the course of its development, the national economy always continues to 
break che equilibriur and show new disequilibrium, “The continuous movement 
of ecuilibrium is based cr continuous, dispropor\ ional phenomena.” (Collected 
Wo.ke of Marx and Engels, Marx: ‘Theory of Surplus Value," Vol 26 (1) p 233). 
Our task is to continuously and promptly discern the disproportionai 
phenomena, correct them in time and avoid making mistakes or even serious 
mistakes, so that our national economy may develop proportionally and 
speedily, 








Naturaliv, rashness and conservatism should be prevented and opposed. 
Judging from historical experience, the shortcoming which the proletariat 
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easily develops after seizing political power and which it must avoid is its 
overanxiousness for quick results. After a country which has a backward 
social economy and where the petty-bourgeoisie makes up the majority of 

its population has succeeded in its socialist revolution, it faces the very 
important task of developing its production. It has a poor foundation to 
start with. It also has to catch up and surpass the advanced capitalist 
countries. Im the great struggle to develop its national economy, therefore, 
it inevitably shows a petty-bourgeois rashness and regards economic construc- 
tion as a simple matter which can be accomplished easily. 


After the October Revolution, Lenin repeatedly admonished: economic con- 
struction is more arduous and complicated than military action and is the 
most important and most difficult task. "A victory of war can be won in 
several months,” but in carrying out economic construction, it is necessary 
to “learn to work at another speed and regard the work as a matter of 
several decades, and not several months.” (Collected Works of Lenin, 

"The New Economic Policy and the Task of the Political Fducation Bureau” and 
"On the Republic's Domestic and Foreign Policies," Vol 33, pp 60 and 145-146) 
A* that time, Soviet Russia had made many mistakes and unwise moves in its 
economic construction, that is, it had fixed high targets and attempted to 
undertake all neglected tasks at once. Lenin pointed out: “If we take a 
glance at the conditions of our country's reconstruction, we can see that 
many projects are stopped after being started. Seeing these projects, we 
would say: They should be postponed, and the main projects should be 
tackled first." (Collected Works of Lenin, “Political Report of the Central 
Committee,” Vol 30, p 157) This is of extremely practical significance to 
us. In our economic construction, overanxiousness for quick results is 
shown in the rashness to double production and change at one stroke the 
backwardness in the national economy which has been left behind from past 
centuries, Although the intention is good, if it is divorced from reality, 
things will go contrary to it. Hence, more haste, less speed, 


The craze for doubling production as during the late 1950's was a very 
impressive lesson, The national economy was originally in an excellent 
situation and was developing steadily, When the wind to double production 
blew, some sectors of the national economy were forced to “give way." The 
targets for some other sectors were very high, thus upsetting a compre- 
hensive balance, At that juncture, Soviet revisionism perfidiously withdrew 
its experts from China, tore up its contracts with China and went all out 
to disrupt China's economic construction, In addition, 3 consecutive years 
of natural disasters caused a decrease in agricultural production and 
countless economic difficulties, A forced rise ended in a rapid downfall. 
Some 3 years were devoted to readjusting the proportions in the national 
economy. As a result, the national economy again developed steadily and 
was in a highly favorable situation during the mid-60's, 


There is a difference between the current readjustment and that during the 
early 1960's. The economic difficulties at that time were so serious that 
production targets had to be lowered and the scale of capital construction 
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automatically stop when it comes te it. Therefore, a plan which has a loop- 
hole is unreliable because it goes against the economic law of proportionate 
development. Such a plan will be subject to punishment by the objective 

law and eventually will have to be revised according to the objective Law. 


In readjustin, the national economy according to the objective law of 
proportiona:: aietribution of social labor, it is first necessary to 
readjust the proportion between industry and agriculture and quicken 
agricultural development. With regard to industry, it is necessary to 
readjust the proportion between light and heavy industries and quicken 

the development of light industry, so that the supply of the means of sub- 
sistence can conform to t's growth of purchasing power. As for heavy 
industry, it is necessary to guarantee the harmonious proportion between 

the industries dealing with coal, electricity, oil, transportation an’ 
building material, are the vanguard of the national economy, and other 
sectors of the nationai «’onomy. Industrial enterprises should be consoli- 
dated according to the sices of developing the national economy and the 
supply of fuels and raw a. ot «rt materials, The few of them which cannot 
fulfill essential requirer,ii‘s should be “closed, suspended, amalgamated, 
changed to another trade or reduced in scale,” so that fuels and raw and 
other materials may be supplied in a balanced way. The battlefront of 
capital construction should be shortened without fail. The projects which 
are unnecessary or cannot be accomplished should be stopped or postponed 

so that the scale of construction may be in balance with the supply of 
materials and equipment and with investment. Meanwhile, investment should 
be readjusted in the order of agriculture, light incustry and he-:'y industry, 
and efforts must be made to strengthen the weak sectors and the construction 
of projects which directly concern the people's lives. The proportion 
between accumulation and consumption should be readjusted in such a way 

that the people's living standards can be raised gradually on the basis of 
developing production and increasing labor productivity. All plans of the 
national economy should be read‘usted so that they dovetail and leave no 
Loopholes and so a balance can be achieved in finance, credits, material 
supply and foreign exchange, 


Let us here probe into some questions regarding the proportion between 
accumulation and consumption and the capital construction directly con- 
cerning accumulation: 


If all social! wealth is consumed, there cannot be expanded reproduction and 
the society cannot develop. That is why Engels said that accumulation 

was “the most important function pushing society forward.” (Selected Works 
of Marx and Engels, Engele: “Anti-Duhring,” Vol 3, p 350) The capitalist 
class created more productive forces in the past 2 centuries than it ever 
had in all past ages. An important reason was chat “in all ci-cumstances, 
it took the capitalization of a part of the surplus value it acquired 

every year as its most important task,” (Collected Works of Marx and Engels, 
Engels: “Letter to R. Meyers,” Vol 39, p.101) The capitalists did not 
squander their money as the landlords did, In fact, their squander and 
accumulation increased simultaneously, and “Each in no way harmed the 
other.” (Marx: “Capital,” Vol 1, p 651) 














Furthermore, technolocy develops rapid’y nowadays. If a project is conm- 
pleced behind schedule, its productive technology and equipment will be 
outdated by the time it is put into operation. Even if its equipment is 
maintained in good shape and its duration of service is not affected, its 
value will be lower. It alse will cause wastes and losses one way or 
another in the course of production. 


Therefore, if the accumulation rate is too high and the ecale of capital 
construction too large, the funds which the people have accumulated by 
economiziag on food and clothing will be squandered and the long-term 
interests of the state and people impaired. 


An excessively high accumulation rate is often linked with a disproportion 
in the allocation of investments. In China, the question of proportions 

of agriculture, light industry and heavy industry has long remained the 
central issue. Take Light and heavy industries for example, during the 
First Five-Year Plan, the ratio between investment in light industry and that 
in heavy industry was roughly 1 to 8. There was a rather abundant supply 

of light industrial products at that time. During the late 1950's, however, 
light industrial products were in short supply. After that, the proportion 
of investment in light industry was on the downward trend. Naturally, light 
industrial products were insufficient to meet demands. Capital construction 
was an effective measure for readjusting the proportions of the nationai 
economy. More projects were initiated in weak sectors, and fewer in strong 
ones. However, due to a disproportion of investment, there were too many 
projects dealing with the steel industry which took a long time to complete, 
so that it was not possible to get quick returns on investments, This 
measure failed to play an adjusting role and aggravated the disproportion. 
This point was shown conspicuously in the power supply. Insufficient 
attention was paid to the power industry so that it developed slowly. When 
new enterprises of some other sectors were cympleted and put into operation, 
power supply shortages became more serious, Some new projects including the 
Wuhan Iron and Steel Company's 1.7-meter rolling mill which cost more than 
100 million yuan had to lie idle because there was no power to run the 
machines. Such losses and wastes were appalling. 


Of course, there were many reasons why capital construction had a farflung 
battlefront and the projects took a long time to complete. ‘The basic 

reason was that the accumulation rate was too high, the plan too large in 
scale, money was invested in the wrong direction and a comprehensive balance 
could not be achieved. In euch a case of disproportion, no economic means, 
économic levers or economic methods could be brought into full play. Last 
year, the No 1 section of the Beijing Municipal No 6 Construction Company 
Started an emulation drive of “distinction in all aspects of work.” Winners 
were rewarded and excellent results were produced. Consumption was reduced, 
production costs lowered, quality of work improved and work was done more 
quickly. Soon after that, however, there was a serious shortage of raw and 
other materials. In order that this work section would not lie idle while 











waiting for supplies of = terials, the company had no alternative tut to 
supply it with materials by all possible means, even though work progress 
in other sections was adversely affectec in varying degrees. This demon- 
strated that when proportions are not harmonious and loopnoles exist in 
the supply of materfals, manpower wastes and delays in completion of work 
cannot be avoided. The movement to increase production and practice 
economy is highly essential. By strictly practicing economy, the derart- 
ments which need large quantities of building materials (building materia! 
expenses account for about 70 percent of industrial project costs) can do 
more work with the same quantity of materials. However, to solve the 
problem fundamentally, it is necessary to readjust proportions and make the 
scale of capital construction conform with the equipment and the supply 
of materials. 


Some comrades hold that the system is the basic reason why capital construc- 
tion has a f ~flung battlefront and why good investment returns cannot 
be obtained. “hat is, investment and main equipment are giveu gratis by 
the state. An enterprise which takes these investments and equipment does 
not have to bear economic responsibility, so that all localities and all 
*partments scramble for investment, materials and equipment and make 
every endeavor to expand their plans. This system is problematic. 
Therefore, the investmeit method is changed so that the bank gives money 
loans. These loans have to be repaid with interest. This will draw 
people's attention to getting good returns on an investment. However, it 
is not necessarily justifiable to describe the state's free loans and the 
ensuing defects as the basic cause of the farflung capital construction 
battlefront. It is rather difficult to answer these questions: Why is it 
that some sectors can get the investments they want while others cannot. 
Why is it that tiie sectors which cannot get these investments happen to 
be the ones which need to be developed badly? Over the past 10 years, 
the building material industry developed slowly and increased its capacity 
very little. Thus, shortage.of building material became a difficult 
capital construction problem, Because of short supplies of materials, 
many projects were built in fits and starts and progressed slowly. 
Quarters for workers and staff members could have been built quickly. Due 
to short supplies of building materials, however, it was impossible to 
arrange ~ore tasks. Some people eagerly demanded that the building material 
industry be developed. However, investments in the building material 
industry toox a smaller proportion in the total i-vestment in capital 
construction. Last year, the contradiction became very acute and cement 
had i. te imported. It was not until then that the building material 
i: ‘ustry was listed as a vanguard in the national economy and investment 
in it increased by a big margin. The proportion of invest=«cnt in the 
building material industry had been small for a long time, which has 
direct.y impeded capital construction. Was this caused by the system or 
by the lack of attention to proportions and comprehensive balance? It 
was net difficult to find an answer. 











Comrade Mao Zedong pointed out that comprehensive balance was the basic 
question in the national economy. (cited from a RENMIN RIBAO 

24 February 1979 editorial: “Liberate the Mind, Realistically Achieve 
Comprehensive Balance") Readjusting proportions and realistically 
achieving a comprehensive balance is the key to properly handling the 
national economy and the capital construction front. In its policy of 
readjusting the national economy, the party Central Committee has 
decided to lower the accumulation rate; stop, suspend or initiate a 
number of construction projects resolutely and in good order; change the 
direction of investment in order of agricvlture, light industry and heavy 
industry; and insure an ample supply of materials and equipment for 
projects which should be initiated or continued, especially those urgently 
needed by the national economy and the people's livelihood. This will 
surely shorten the period of construction work, bring better returns on 
investments and effectively push the whole national economy forward. 
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The very arduous task of readjusting the national economy has posed a 
number of questions for economic workers and theorists, To keep pace with 
the current situation, they must make strenuous efforts to study and 
investigate conditions. In the following, I want to talk about my pre- 


liminary experience in some questions directly related to the readjustment 
of proportions. 


First, we should study proportions in light of China's actual conditions. 


The most fundamental reason the party and Comrade Mao Zedong succeeded in 
leading the people of the whole country to victory in the revolutionary 
war was that they linked Marxism-Leninism with China's realities and 
opened the road of encircling the cities from the rural areas. Realizing 
the four modernizations under the party's leadership, we must also today 
put ourselves under the guidance of Marxism-Leninism-Mao Zedong Thought and 
proceed from China's realities. Our country has a large population with 
peasants accounting for 80 percent. When agriculture lacks behind, it will 
be difficult to improve the peasants’ livelihood. Industries, especially 
light industry, will not have an ample supply of raw and other materials, 
and heavy industry will need a market for its products because of the 
peasants’ low purchasing power. Comrade Mao Zedong pointed out in 1957: 
“How our peasants fare has a most important bearing on the development of 
our economy and the consolidation of our state power." (Selected Works of 
Mao Zedong, Mao Zedong: "On the Correct Handling of Contradictions Among 
the People," Vol 5, p 379) Once the agricultural policy is carried out and 
readjusted, the proportion of investment in agriculture increased in the 
order of agriculture, light industry and heavy industry, the peasants’ 
production and livelihood well arranged and efforts concentrated on agricul~ 
ture, the national economy will have a firm and consolidated foundation in 
agriculture and there will be a guarantee for industrial development and 
the state's stability. 











China is not only a vast socialist country with a large population but also 
a poor country. This is another characteristic which we must seriously 
consider in the course of accomplishing the four modernizations, Funda- 
mentally, to change the poor and backward outlock, it is certainly 

necessary to adopt the most advanced modern technology and equipment and 
continuously create ever greater Labor productivity. However, because 

our country is a poor one with a large population, it cannot replace its 
equipment as developed capitalist countries do, In those countries, 

because of labor shortages, wages account for a very large proportion of 
production costs. The capitalists adopt the most advanced technology 
possible to minimize and replace manpower and cut production costs to 
increase competitive power and grab greater profits, In our country where 
funds are insufficient but manpower lavishly abundant, blind adoption of 
advanced technology will surely bring about difficulties in funds and be 
disadvantageous to employmert and the socialist cause. In a considerably 
long period of time to come, therefore, all tools, whether they are 
automatic, mechanized, semimechanized or manual, must be brought into full 
play. Efforts must be made to turn out 1970 products by using 1950 
equipment, This principle must be implemerted in consolidating enterprises. 
In no way should we pay exclusive attention to big enterprises that adopt 
advanced technology, belittle smail ones that adopt backward technology, 
dislike the medium and small ones because of the large proportions of wages 
involved, and one-sidedly develop the big ones. Little or no advanced 
foreign technology which involves a great deal of funds and chiefly minimizes 
the use of manual labor shwld be imported to quicken our country's scien- 
tific and technical development, Of course, medium and small enterprises 
which are technically backward should firmly grasp technical innovation, 
vigorously lower consumption of raw and other materials and fuels, cut produc- 
tion costs, improve product quality and gradually increase labor productivity. 
Those which vie with large ones for raw and other materials and not run 
economically should be closed. Generally speaking, the proportion of medium 
and small enterprises will remain quite large for a considerably long period 
of time to come. We must study this proportion carefully. 


Doubtlessly, in readiusting the proportions of the national economy, we 

may and should take the experiences of forcign countries, including the 
capitalist ones, as reference. We should see that because of differences 

in the social system and conditions, the ex, erience of any foreign country 
can be taken as reference and should not be transplanted mechanically. 

Take the accumulation rate for example. When their national economies have 
developed to a certain stage, some countries raise their accumulation rates 
te 2) percent or higher, while others lower them and increase the proportion 
of consumption. We shail be at a loss as to what to do if we mechanically 
copy foreign experiences. We must consider China's actual conditions, study 
our co.itry's Law of socialist economic development and correctly fix the 
accumulation rate for a certain period of time. Practice in the past decade 
has proven that the accumulation rate has been too high and should be 
lowered. However, because ours is an economically and technically backward 
country which lags far behind advanced capitalist countries, we should 
improve the people's living but not allow the consumption rate to be too 
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high. We must live frugally for a long time to catch up with advanced 
capitalist countries. Otherwise, the accumulation rate will be too low, the 
scale of expanded reproduction toc small and our country will always lag 
behind economically and not get rich. Of course, this will be very in- 
appropriate and cause great danger. In a word, in doing anything, we must 
start from the actual conditions in our country and follow the Chinese wavy 
of modernization. 


Second, we must find out the optimum proportions. 


Instead of meaning that there are no proportions, disproportion means that 
the proportions are unreasonable. Therefore, in readjusting proportions, 
we should not be content with roughly well-balanced ones. Instead, we 
should find out the optimum proportions which are advantageous to the 
development of all sectors of the national economy and the continuous 
improvement of the people's material and cultural lives and which take long- 
term interests and immediate results into consideration. The proportions 
of the means of producticn and of subsistence elucidate this question most 
clearly. It is necessary to develop heavy industry on a priority basis and 
develop social production of the first category faster than of the second 
category, so that social production as a whole may develop continuously. 
This is a basic Marxist principle. It is up to us to fiad out from practice 
the concrete way of applying this principle. This is so because larger 
investment in social production of the first category do not necessarily 
bring larger returns. There is always a limit. Goine beyind this limit 
will harm social production of the second category and also impede 
development of social production of the first category. In 1956, 

Comrade Mao Zedong learned from the lesson of the Soviet Union and some 
East European countries which paid exclusive attention to developing heavy 
industry while overemphasizing the proportion of investment in it. He 
suggested readjusting the proportions of investments in heavy industry, 
agriculture and light industry and developing agriculture and light industry 
on a larger scale on the basis of developing heavy industry on a priority 
basis. He said: “is your desire to develop heavy industry genuine or 
feigned, strong or weak? If your desire is feigned or weak, then you will 
hit agriculture and light industry and invest less in them. If your desire 
is genuine or strong, then you will attach importance to agriculture and 
light industry so that there will be more grain and more raw materials 

for light industry and a greater accumulation of capital. And there will 
be more funds in the future to invest in heavy industry." (Selected Works 
of Mao Zedong, Mao Zedong: "On the Ten Major Relationships,” Vol 5, p 269) 
In the past, however, we have not realistically implemented this scientific 
thesis put forward by Comrace Mao Zedong. The proportion of investment in 
heavy industry remained too large for too long so that we had a hard time. 


Probing and mastering the optimum proportions is by no means an easy task. 
Lenin once described the complexity of economic life: "The sum total of 
these changes in al! their ramifications in the capitalist world economy 
could not be grasped even by 70 Marxes. The paramount thing is that the 
laws of these changes have been discovered, that the objective logic of 














these changes and their historical development have at bottom ad in the 
main been disclosed." (Selected Works of Lenin, "Materialism and FEmpirio- 
criticism,” Vol 2, p 331) Economic life in a socialist society is also 
very complicated. Drawing a plan, acnieving a comprehensive balance and 
fixing proportions is very arduous work, Locpholes can scarcely be 
avoided. For this reason, it is all the more necessary to advocate "rule 
by the voice of the many," oppose “rule by the voice of one man alone” 
and welcome different opinions and plans. Only when there are different 
opinions and plans can we compare; only by comparing can we distinguish. 
If we do not follow the mass lise and pool the wisdem of the masses, the 
correct grasp of the optimum proportions is beyond imagination. 


Optimum proportion is not a constant but a variable. It changes alongside 
the change in actual conditions, "There is no ready constituted 'proportion- 
al relation,’ but only a constituting movement.” (Collected Works of Marx 

and Engels, Marx: "The Poverty of Philosophy, Vol 4, p 106) Therefore, 

we should not regard experience as an absolute truth and unchangeable. We 
must continue to study new conditions and solve new problems, 


Third, we should attach close importance to and strengthen statistical work. 


"No constructive work, state activity or planning is conceivable without 
proper accounting. In addition, accounting is inconceivable without 
statistics. Without statistics, accounting cannot advance one inch,” 
(Collected Works of Stalin, "Organizational Report of the Central Committee,” 
Vol 6, p 189) Our statistical work is really too weak. Many grassroot 

units and leading departments do not attach importance to statistical work 
but regard it as an extra burden and scholasticism. The question of having 
to fill too many statistical tables and make too many statistical reports 
must be solved, Some statistical tables and reports are essential. An 
outstanding issue now is that statistical figures are lacking in many aspects 


of important work, This shows that we also lag behind in the social sciences. 
The situation of not having a head for "figures" should no longer be allowed 


to exist. It is necessary to establish a scientific system of statistics. 
Quick statistical methods and advanced statistical instruments must be 
adopted. Some advanced foreign things in this connection deserve very much 
to be sttidied and taken as reference. 


In doing statistical work well, we must attach importance to one question, 
that is, we must uphold the party's principle and tradition of seeking truth 
from facts. Lau Biao and the "gang of four" violated this principle and 
travition of the party. they resorted to deception, made false reports on 
achievements and concocted figures without making investigations, There 

are many such phenomena at present. Statistics brooks no guess work. In 

no way should we report only the good news and seal off the bad. Inaccurate 
figures do nou reflect the truth. A research on this basis will only lead to 
a wrong judgment, which will upset our planning and harm the normal develop- 
ment of the national economy. Seriously doing a good job of statistical 
work is an urgent task and an essential precondition for realizing the four 
modernizations. 
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NATIONAL ECONOMIC POLICY 


STRENGTHENING RESPONSIBILITY SYSTEM URGED TO RAISE MANAGEMENT STANDARDS 
Beijing GUANGMING RIBAO in Chinese 27 Jan 79 p 4 


/Article by Wang Mengkui /3769 1125 1145/ and Jia Chunfeng /6328 2504 1496/: 
“Responsibility System Is a Basic Management Principle"/ 


/Text/ After the October Revolution Lenin gave serious attention to 
Strengthening the responsibility system and presented several important views. 
Today, reexamination of Lenin's views is important to raising management 
Standards, speeding up the pace toward realization of the four modernizations 
and winning new victories for the socialist cause. 


Lenin pointed out that: "The basic management principle is one person assuming 
full responsibility for the work he manages." (Collected Works of Lenin, 
Vol 36, p 554). Here the management Lenin speaks of is management of all 
aspects of economic, political, cultural and social life. The responsibility 
system Lenin speaks of is clearly defining the duties of each worker and 
producer in all spheres of economic, political, cultural and social life, 
to include both party and state organs, so that each individual assumes 
those responsibilities incumbent upon him. Generally speaking, if larger 
scale labor and communal life is to continue, there must be a responsibility 
system to coordinate the various activities of each sector and each worker. 
A responsibility system becomes noticeably more important the higher the 
socialized process of production, the more developed the social division of 
labor, and the more widespread the realm of coordination. Under socialist 
conditions a responsibility system has distinctive significance. Because, 
on the basis of socialist public ownership, for the entire national economy 
to become a great machine that turns in harmony, there must be a strict 
responsibility system to coordinate the joint labor of thousands, tens of 
thousands, even hundreds of thousands and millions of people. A strict 
responsibility system is an objective need for socialist modernization of 
great production. The technical conditions of great production demand that 
each individual strictly observe discipiine and demande that each individual 
carries out to the exact letter the work given him. Otherwise, the whole 
of industry will be in danger of coming to a standstill or machinery or 
products will be damaged. This is as true for production as it is for the 
social character of all common pursuits. Management is dependent on man 
just as computers are dependent on man for operation. Thus, as a result, 
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to get the best results from so-called management, it is important, based 
on the needs of social production and life, to assign society's 1: -mbers to 
all of society's different posts and define each one’s duties and responsi- 
bilities in minute detail and on a case by case basis, and to scientifically 
organize and coordinate each one's activities. Without a responsibility 
system there is no so-called management. 


A responsibility system is an organized form for displaying the socialist 
enthusiasm of the vast cadre and masses. It shows those members of society 
who have become the masters of the country the different duties and respon- 
sibilities brought about by social division of labor. More specific positions 
and more clearly defined duties and responsibilities will further enable 
individuals to do their utmost to fully display their enthus‘tasm and spirit 

of initiative, and will further benefit scientific coordination and organiza- 
tion of the diffused strength of the masses to form a great rallying force 

tor building socialism. To do otherwise would leave the cadres and masses 

no place to utilize their energies, the hero no way to display his talents, 

or no place to do so, and energy directed in the wrong direction, or even at 
cross-purposes. If that were the case, so-called display of enthusiasm would 
become empty talk. Lenin pointed out that, "we should strictly delineate the 
scope of two democratic functions: one is debate and the holding of mass 
meetings. The other is the establishment of an extremely strict responsibility 
system for all positions, with unconditional discipline and voluntary performance 
of directives and orders in labor, to enable economic machinery to truly work 
like a clock." (Collected Works of Lenin, Vol. 27, p 193). The two democratic 
functions Lenin speaks of all display forms of mass enthusiasm that cannot be 
omitted. It is blantantly wrong to look upon vebate and the holding of mass 
meetings as the only form of fostering democracy and enhancing enthusiasm, 

and to deny that “establishing a strict responsibility system" is also an 
important form of fostering democracy and enhancing enthusiasm, or to feel 

that vigilance eliminates the need for responsibility, or that establishing 

a responsibility system will smother democracy and restrain enthusiasm. 


A responsibility system is prerequisite to evaluation, supervision, reward, 
and penalty. Lenin felt that to swiftly advance the cause of socialism there 
must be evaluation of workers, strict supervisors, clarification of reward 
and punishnent and resolute implementation of the socialist principle of 
division of labor. Divorced from a responsibility system there can be no 
talk of evaluation, supervision, reward or punishment or implementation of 
the principle of division of labor. 


A responsibility system is an effective means of combatting Sureaucracy. 
Buri 2ucracy is a poison left over from the old society and a product of 
small-scale production. the struggle of the newly-born soviet state against 
bureaucracy was unusually difficult due to the vestiges of feudalism, lack 
ot a dem cratic tradition, low cultural standards and the wid«o-spread 
existence of small-scale production. Lenin used establishment of a respon- 
sibility system as an effective means to combat bureaucracy because it was 
beneficial in overcoming the procrastination caused by the dispersion and 
diffusion of small-scale production and eliminated resultant undefined 
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duties and lack of responsibility. Lenin said that the first thing to do 

in overcoming bureaucracy is to, “pick capable people, establish a respon- 
sibility system for each job and inspect actual work. Otherwise, there shall 
be no way to cast off the bureaucracy and procrastination that smothers us." 
(Collected works of Lenin, Vol 35, p 544). 


Personal responsibility and collective leadership complement one another and 
neither can be dispensed with. Collective leacership is an important prin- 
ciple. All important matters snould be decided by collective discussion and 
cannot be decided by one person and carried out by the rest. This ensures 
correct leadership. However, collective ieadership must be combined with 

a personal responsibility system, otherwise, collective leadership will 
become non-leadership and collective responsibility, non-responsibility. 
Lenin pointed out that, “inefficient work, lack of responsibility and the 
turning of collective leadership organs into places of idle chatter by 
overemphasizing and distorting collective leadership is a great ill and 
should be swiftly done away with at all costs." (Collected Works of Lenin, 
Vo}, 29, p 398). Lenin saw the serious condition of chaos, confusion and 
lack of clearcut responsibility in the Sowiet state and economic organs 

of that time due to widespread existence of numerous leaders, none of whom 
assumed responsibility. He sadly felt that, “all large sectors of the 
national economy must be established based on the concerns of pe ‘sonal 
interest. There must be common discussion and fixed responsibility. If 

this principle cannot be applied our every step shall be hampered." (Collected 
Works of Lenin, Vol, 33, p 51). Lenin felt that collective leadership with- 
out a strict responsibility system would reeult in @ great waste of manpower 
and would not ensure the levels of work speed am’ «ccuracy demanded by large- 
scale production. Therefore, it was necessary to « all that was possible 
to make each person clearly and strictiy responsible for a particular job. 
Collective discussion should be reduced to necessary limits. Only in this 
way can the efforts of collective ieadership and the enthusiasm and spirit 

of initiative of each individual be brought into play to effect the close 
integration of collective leadership and personai responsibility. Lenin's 
view um strengthening the responsibilit» system is a sharp weapon in our hands 
to use to get on the right course and thcroughly criticize the reactionary 
falsehoods of Lin Biao and the “gang of ur" that aimed at discrediting a 
responsibility system, an’ also the guiding thought for each battlefront, 
each region and each kind of work to establish and put on a sound footing 

a responsibility system and raise management levels. Our party has always 
greatly stressed a strict responsibility system in all work. In his resolution, 
“on strengthening the “arty Committee system", drafted for the Chinese Commu- 
nist Party Central Committee, Comrade Mao Zedong explicitly stipulated that, 
"neither collective leadership nor personal responsibility be overemphasized 
to the neglect of the other.” In “Report on Revision of the Constitution of 
the Party", presented at the Eigth National Congress of the Communist Party 
of China, Comrade Deng Xiaoping keenly pointed out that “without a personal 
responsibility system we cannot engage in any complicated endeavors and will 
sink into the abyss of anarchy." Lin Biao and the “gang of four” widely opposed 
and attacked the responsibility system in an effort to destroy soctalist 
revolutionary and constructive causes. They slandered the responsibility 











system as a “revisionist means of control, check and suppression” that made 
“workers into slaves of the old system o1 division of labor", eve. ridiculously 
saying something to che effect chat the “Daging Responsibility System” was 

not a new invention but rather like Wang Xifeng’s putting the house in order, 
that is a responsibility system like that between mother and daughter. Deny- 
ing all natural rules and regulations, they instigated anarchism causing 

the entire nation to sink into utter chaos and all spheres of politics, 
economics, and culture to endure grave harm. All] fronts and all sectors with 
effective responsibility systems came under attack and some were done away 
with. In many places there emerged unstable posts, unclear duties and respor- 
sibilities, lack of responsible persons and the shifting of blame. Once work 
was assigned nobody asked whether or not it was completed. Nobody cared 
whether the r°sult was good or bad. This seriously dampened the socialist 
enthusiasm of the vast cadres and masses and immobilized organizations, halted 
production, paralyzed work and did monumental damage to revolutionary and 
construction endeavors. 

Since smashing the “gang of four" the grave situation of lack of responsibility 
in the management system has undergone great change. However, compared to 
the requirements necessary to realize the four modernizations, there still 
remain many problems that await solution before a strict responsibility system 
can be established and placed on a sound footing in all party, state, economic, 
cultural ard enterprise organs. For example, a very serious problema confront- 
ing, reforming the economic management system is how to clearly define the 
powers, authority, and responsibilities of central and local government and 
enterprises. Actually, each social cell--producing units, organizations, 
shops, schools, research departments, etc-~-as well as people who produce or 
work, requires clearly defined responsibilities and powers. Here particular 
attention must be paid to uniting responsibility with power. Giving respon- 
sibility to a person demands also giving power. A responsibility system is 
the unification of duty (namely responsibility) and power. A responsibility 
system demands one inaividual assume a specific responsibility and perform 

a specific duty. It also demands giving corresponding authority. Respon- 
sibility without authority will always bring down a responsibility system. 
Authority without responsibility will do likewise, causing the downfall of 

a respousibility system. Therefore, producers and workers throughout the 
nation and at every front should have clear responsibility that cannot be 
shitted and corresponding powers that cannot be violated. Only in this way 
can a responsibility system be thoroughly implemented, can management standards 
be raised, can work and production efficiency be increased, to facilitate 

the victorious advance of socialist modernization causes. 














NATIONAL ECONOMIC POLICY 


‘CHENG MING' COMMENTS ON HUA'S ECONOMIC PLAN 
Hong Kong CHENG MING in Chinese No 21, 1 Jul 79 pp 7-10 HK 


[Article by Lin Shen [2651 8590]: "Commenting on Hua Guofeng's Plan for 
Economic Readjustment" ] 


[Text] In his report on the work of the government at the second session 
of the Fifth NPC, Hua Guofeng officially announced that China should make 
efforts during the next 3 vears beginning this vear to readjust, restruc- 
ture, consolidate and improve the national economy. This reminds us of the 
"Great readjustment" of the 1960's, which also required 3 years and involved 
an eight-character policy (which then meant readjustment, consolidating, 
filling out and raising standards). People can stil’ remember that the 

past readjustment strengthened China's economy. They hope that the current 
readjustment will produce the same results. 


More Prudent Than Last Year's Report 


Hua Guofeng's report this year is obviously more prudent and down-to-earth 
than his report on the work of the government at the first session of the 
Fifth NPC held in February last year. The sentences and phrases in last 
year's report, such as “We have all the preconditions for speeding up 
economic growth," "Take steel as the key link,” “Learn from Dazhai in 
agriculture," "Organize concerted battles" and “Accomplish the construction 
projects with greater, faster, better and more economical results," do not 
appear this time. In their place are such sentences as “With this battle 
won, China will have rather favorable conditions to insure a gradual develop- 
ment of the national economy.,."' If one thinks that last year's report 
reflected the CCP Central Comnaittee's overly optimistic, overly anxious 
desire for quick results and not having liberated the mind sufficiently, 
then one would say that this vear's report is filled with a rather realistic 
and down-to-earth attitude and liberating the mind. 


Moreover, while citing statistics to effectively illustrate the successes in 
15 undertakings including industrial and agricultural production, Hua Guofeng 
has admitted two major defects: first, underestimating the grave conse- 
quences of the 10-year sabotage by the “gang of four”; second, some measures 
Which are not prudent enough. “Not prudent enough" implies disarray. 














The CCP Central Committee puts the successes and defects on the table and 
lets the people know about them. This style of seeking truth frog facts 

is gratifying. Over the pest vears, the CCP resorted to deception on many 
occasions. The most conspicuous example was .hat before some factories 
were completed the ceremonies were held to celebrate their operation. Now 
the central authorities are taking the lead in substituting a healthy 
tendency for an evil practice and honesty for boasting. They will be able 
to win the people's trust, The people will have confidence in the enormous 
development of China's economy. 


The New Eight-character Policy and the Five Targets 


What are “readjustment, restructure, consolidation and improvement?" Read- 
justment means making overall and more appropriate arrangements for develop- 
ing economic construction in a harmonious way, according to actual conditions, 
in the order of importance and urgency and by differentiating what is primary 
from what is secondary. Restructure means ridding the current economic 
system of defects and gradually adopting a system and a poiicy which conform 
to the objective laws of economic development and are useful in arousing the 
enthusiasm of the workers and staff members of the enterprises. Consolida- 
tion means continuously consolidating the existing enterprises and, in 
parcicular, their leading bodies. Improvement means continuously heighten- 
ing the level of economic theories, the management level and the scientific 
and technological level. By means of readjustment, restructure, consol ida- 
tion and improvement, the CCP wants toc put the national economy gradually 
onto the track of sustained, proportional and speedy development. 


Hua Guofeng said in his report: “Through the 3 vears of readjustment, China 
should be able to expand its agriculture, light and heavy industries and 
other branches of industry in a harmonious way and maintain a rational 
proportion between accumulation and consumption.” He also put forward 

five specific targets: first, achieving a fair relationship between the 
growth of agricultural and sideline production on the one hand and popula- 
tion growth and industrial development on the other; second, making light 
industry and the text'le industry grow in pace with the increase in domestic 
purchasing power and in exports; third, improving the current situation of 

a lack c° fuel, power, transport and communications bv increasing production 
and prac.icing economy and, in the course of increasing heavy industrial 
production, emphasizing the production of better quality and greater 
variety; fourth, curtailing capital construction (to reduce the number of 
projects under way simultaneously); fifth, increasing che income of 

peasenrts and factory anc office workers, 


Doubtlessly, once these five targets have been achieved, the national 
economy will be strengthened and developed and the four modernizations will 
have a good start, 


Of course, this is not an easy task. It needs both manual labor and mental 
work. The following are my opinions. 











Placing Agriculture in First Position 


In Hua's plan, agriculture is put in the first position, As far as the 
CCP is concerned, developing agricu’ture alongside population tnereases 

and industrial development is a difficult problem. One of the major causes 
of the backwardness in China's countryside at present is that the CCP has 
long practiced the policy of relying on the peasants’ “tribute” to realize 
industrialization. This policy stemmed from Stalin's economic viewpoint. 
Stalin opposed Trotsky's policy of suppressing and exploiting the peasants, 
but he also said that the peasants should pay “tribute” to industrializa- 
tion. Before last year, the CCP had al! along followed Stalin's opinion 
ideologically. Industrialization relied to a large extent and for a long 
time on the peasarts’ “tribute.” It was not until the 3d plenum of its 
lith Central Committee that the CCP adopted such measures as increasing 
grain purchase price and cutting or exempting from agricultural tax to 
gradually reduce the burden on the peasants. 


A CCP economic study delegation once visited Japan. A member wrote: "One 
Japanese peasant grew paddy which yielded 600 jin per mu. He did not grow 
radishes and white cabbage very well. He grew a kind of very expensive 
fruit which was like a gourd. The output of his 3-odd mu of land was 
similar to that of some 30 mu of land in Beijing's outskirts. The same 
area of land in suburban Shanghai or in Guangdong Province would probably 
give a higher output, His products could be sold for 11.5 million yen, or 
approximately 100,000 yuan, With one vear's income, he could buy the whole 
set of farming equipment he needed." However, the income earned from some 
30 mu of land in China was not enough to buy even one farm machine. The 
CCP keeps down the price of farm products in order to keep the minimum wage 
of an urben laborer at a very low level, to lower the costs of industrial 
products and to accumulate more capital for industry. This policy adopted 
by the CCP has not brought about a speedy development of China's industry. 
Instead, it has kept agriculture in a backward state. At present, the 
capitalist countries use their capital accumulated from industry to modernize 
their agriculture. They support agriculture by giving low-interest 
agricultural loans and subsidies for some expensive farm products (in 
Japan, the purchase price for grain is 100 to 200 percent higher than the 
export price) and by conducting scientific research on agricultural develop- 
ment. The CCP has to learn about these experiences. 


It Is Necessary To Make a breakthrough in Stalin's Viewpoint 


To bring about economic reform quickly, it is necessary to boldly make a 
breakthrough in the economic theories, Recently, the CCP has been review- 
ing the Soviet experiences of the 1950's and trving to break through Stalin's 
viewpoint. 


What are the basic causes of the defects in the CCP's economy? The main 
cause lies with its economic management system. 














The CC? has Seen conducting economic affairs bw the administrative method, 
and power is concentrated at the top, The formation of this administrative 
mthoad was -aused chiefly by two factcrs; first, the Soviet experience 

of the 1950's influenced China so deeply that China has not been able to 
eliminate this influence, Even when the Soviet Union began to reform its 
economic system around the 1960's, che CCP denounced it for “turning 
revisionist™ and stuck to Stalin's experience. The second factor was the 
influence of smal*-=scale production. fhe planned management system of 

the Soviet pattern was harmovcious with the small producers’ idea of 
patriarchal-type business management and was welcomed by the cadres who 
were seriously imbued with the small producers’ idea, During the initial 
period after the founding of new China, the CCP learned this method from 
the Soviet "nion. In 1956 after the socialist transformation was basically 
completed in agriculture, handicrafts and capitalist industry and commerce, 
work was done in most cases according to the instructions of senior 
officials and by obtaining approval from higher authorities. There never 
was an effective method to eliminate the defects of blind bureaucratic 
command. As time went on, a cancer developed in the CCP's economic 
management system. 


Strange and Ridiculous Phenomena 


Fettered by this management system, China's enterprises showed innumerable 
defects. They did not have the right to draw up plans for production and 
sales. They could not readjusc production according to the demand and 

sales of their products. As a result, production was divorced from 
marketing and goods could not be sold. On the one hand, there was a shortage 
of goods needed by the market; on the other, useless goods were stockpi‘ed. 
The enterprises did not have the right to replace their fixed assets. Their 
technical development came to a standstill. The state stipulated that re- 
placement of fixed assets should be reported to and ‘ipproved by the higher 
levels. The enterprises could only replace their outdated equipment by 
making use of the very low rate of depreciation of fixed assets. The 
depreciation rate of fixed assets of the Anshan Iron aad Steel Company was 
2.92 percent. Even if all the depreciation funds were reserved for use by 
this company in replacing its equipment, it would take 34 years to complete 
atermc replacement. According to the existine regulations, the enter- 
prises Live to submit half of their depreciation funds to the higher levels. 
So, the term of replacement will be 68 years. A certain machine tool plant 
had ar old mach’ne tocol from the 1950's which had been overhauled twice in 
the past decade. <A new machine tool of the same kind was thiee times as 
eftic ent as this old one. The expenses for overhauling this old one 

were enough to buy a new one. But, the plant leadership did not have the 
right to dispose of t's old tool, So, it asked permission from the higher 
level to discard this old tool and buy 4 new one. The reply was: "Make 

the best use of everything. The provosal to discard the old tool and 

buying a new one will not be considered at present.” Over the past vears, 
therefore, the technical equipment of many industrial enterprises in China 
did not change much. The enterprises had little property rigints. The 








Beijing No 1 Machine Tool Plant submitted an average of approximately 

33 million yuan to the state in each of the past 2 years, but it had the 
right to spend onlv 50 vuan. Anv single iter of expenditure exceeding 

50 yuan had to be approved by the relevant municipal department and debited 
by the bank. On the contract, some enterprises which were run at a loss in 
the past were subsidized by the state. How could an enterprise under such 
a financial system carry cut production well? The enterprises did not have 
the right to handle materials and manpower. Thev had to rely on the state's 
allocation. Thev did not have the right of self-determination. They also 
had to take instructions from many leaders, that is, the government depuart- 
ments, bureaus and offices. This was called “centralized leadership.” 
Actually, these leaders were shackles fettering the enterprises, They had 
different opinions. The enterprises did not know which of these leaders 
should be followed, This management system stifled China's economy and put 
it in a state of stagnation and ossification, 


Assigning Power to Lower Levels Twice, Calling It Back Twice 


China’s economic management system went through mator reforms twice. The 
first time was in 1958. The provinces, muricipalities and autonomous 
regions were given greater management power and the manegement of 87 percent 
of the enterprises directly under the central authorities was assigned to 
them. Later, during the 3 vears of difficulties, this power was called 
back. The second reform occurred in 1979. At that time, the slogan of 

down with “dictatorship by the ministries" was put f rward. Management 

of almost all enterprises under the ministries (except the departments deal- 
ing with war industry), including such i*rge enterprises as the Anshan Iron 
and Steel Company and the Daging oilfield, was assigned to the local 
authorities. After the smashing of the “gang of four,” emphasis was again 
laid on centralized and unified leadership and management of these enter- 
prises again went back to th» ministries. These two reforns did not break 
through the small circle of “using administrative organs to conduct economic 
affairs.” There was ‘ust a transfer of power between the central and the 
local organs. As a result, “unified leadership brought about stagnation, 
assigning power to lower levels caused confusion, unified leadership was 
exercised to eliminate confusion, and unified leacership again brought 

about stagnation.” These events just circled round and round. 


Free Employment of Labor, Price Tluctuation 


To completely change the administrative norm into the economic form of 
organizational management, the CCP ic currently organizing special companies 
and integrated companies. At the same time, it cives greater power of 
business management to various enterprises. Some of its economists have 
proposed that the enterprises should be assigned the “rights to draw plans,” 
“rights of production and marketing,” “rights to allocate their funds," 


“rights to readjust wages" and “rights to fix the price of products," The 
last two kinds of rights imply that: first, the CCP's enterprises are free 
to employ or discharge workers and readjust vages according to their actual 











conditions. Second, they may readjust the prices of the products according 
to the suppl, and demand in market. These prices are allowed to fluctuate 
within certain limits. This economic viewpoint is in fact a major 
breakthrough. 


From Hua Guofeng's report on the work of the government, it can be seen that 
the CCP pays particular attention to reforming the management system. Such 
a reform is the basic way to solve the difficult problems in China's 

ecc nomy. 


What the “Ikeda Plan" Reveals 


An important part of the current economic readjustment plan is to raise 

the income of peasants and factory and office workers. This does not se zm 
to be a political slogan to “canvass for votes” but an economic meusure put 
forward according to the objective economic laws. 


Over the past years, the CCP totally neglected the increase in the people's 
income. It always called for hard work and hoped that more money should 

be accumulated as capital and less money be spent. However, this policy 

of “high accumulation, low consumption” did not conform to the objective 
law of economic development. Japan has acquired very meaningful experience 
in this connection. 


Japan's economic “takeoff" started in 1960. Some Japanese link their 
economic takeoff with the “Ikeda Plan,” which was the starting point of 
their takeoff. 


In 1960, the Ikeda cabinet put forward the “plan for doubling the national 
income.” This plan was drawn up at the proposal of an economist. The 
economist made the proposal after summing up the experience of defeat of 
the British labor governvert. During the initial period a.ter World War IT, 
the British Labor Party put forward the slogan of reviving the economy by 
tightening the belt. This slogan failed tc arouse the people's enthusiasm 
and the plan was foiled. The Japanese economist believed that Japan should 
not adopt Britain's method but must draw an efiective plan to make the 
Japanese people understand that when this plan was fulfilled the income 

for everyone would double--the income for capitalists, factory workers, 
peasants, and office workers. Once it was proposed, this plan attracted 
the attention of the Japanese people. It was fulfilled ahead of schedule, 
thanks to strenuous efforts for a few years. E:eryone earmd twice their 
income as expected (the capitalists’ accumulated capital increased much 
faster than the workers’ wages). The fulfillment of this plan played a 
major role in the ensuing speed development of Japan's economy, 


Should the CCP not be enlightened greatly by the "Ikeda Plan?" 











China’s Own Experience 


Actually, the CCP may draw this conclusion from both the positive and 
negative experiences in its economic development. An excessively high 
accumulation rate can only hinder economic development. 


The period of the First Five-Year Plan was the golden age of the CCP's 
economy. The accumulation rate during those 5 years remained constantly 
at 23 to 25 percent, with little fluctuation. At that time, the scale 

ef construction continued to grow. The people's living improved gradually 
and the economy developed very quickly. 


The situation changed greatly during the period of the Second Five-Year 
Plan. The 1958 “great leap forward" was a feverish adventure ignoring 

the objective economic laws. In industry, steel was taken as the key link.” 
All-out efforts were made to increase the investment in capital construction 
regarding steel, coal, electricity and transportation, in order to increase 
steel output. The state's investment in capital construction almost 
doubled in 1 year, and the accumulation rate increased by more than 

30 percent. In 1959, accumulate rate rose further to over 40 percent. 

At that time, the "leftist" tendency was the general trend in economic work 
and should have been rectified as quickly as possible. However, the Lushan 
meeting turned the opposition to the “leftist” tendency into the opposition 
to “rightist” tendency, and the situation worsened, Tn 1960, the planned 
targets of iron and steel continued to rise. Durin= those few years, the 
yearly plan gave prominence exclusively to steel, coal, electricity and 
transportation, at the expense of all other sectors. As a result, 
agriculture, light industry and heavy industry were seriously disproportioned, 
the balance between social production and social needs was disrupted, the 
economy was paralyzed and the people lived in great hardship. Eventually, 
the output of heavy industry and the whole economy dropped and the steel 
output could not be maintained. 


Beginning in 1961, the CCP learned a lesson and tried vigorously to turn 

the tide. It implemented the eight-character policy of “readjustment, 
consolidating, filling out and raising standards.” it firmly reduced 
capital construction and heavy industrial production, but the number of 
personnel, decreased urban population, practiced a high-price policy regard- 
ing candy, pastry and food catering in restaurants, withdrew currency from 
circulation and strengthened the aid to agriculture, handicrafts and light 
industry. A new balance was achieved on a new basis between the social 
needs (chiefly in heavy industry and capital construction) and social 
production. The situation of financial difficulties quickly came to an end. 


The great cultural revolution started in 1966. During the first 3 vears 
(1966-1969), the output of many kinds of major industrial and agricultural 
products dropped. The scaie of capital construction was rather small at 

that time, the accumulation rate was consilJerably low (only 21 to 22 percent), 

















and the enterprises could live off their past gains. For this reason, 
economic lile was not very strained. In 1970, because some policies had 
been carried out quite well and the weather was rather favorable, industrial 
and agricultural production developed very quickly and fiscal income 
increased by a wide margin, At that time, Lin Biao and others suggested 
running the war industry on a large scale and some others feverishly 
suggested do:ibling the output in many sectors, The scale of capital 
construction expanded to a large degree, at the expense of an increase in 
the people's income. The rate of capital aecumulatic: again rose to over 
30 percent, means of production were in rather short supply and the number 
of factory and office workers increased rapidly, By 1972, a “breakthrough” 
was made in three areas, that is, the number of factory and office 
workers, the total amount of wages and grain consumption. The sit .ation 
was desperate, Fortunately, Zhou Enlai pointed out this problem in time 
and made some readjustments in the 1973 plan, thereby mitigating the 
contradiction. After 1974, the "gang of fovr" launched the movements of 
“criticizing Lin Biao and Confucius," “opposing resurgence” and “hitting 
back a: the rightist wind to reverse veidicts,” and pushed China economy 

to the brink of collapse. 


Judging by the history of China's economic development, the excessively 
high accumulation rate caused great harm. In light of the current level of 
production in China, the reasonable accumulation rate should not exceed 

30 percent. 


Should the CCP Encourage Consumption? 


The CCP has long been inclined to a kind of aceticism which is opposed to 
consumption. This probably stems from the economic thinking of small 
peasants who work hard for self-sufficiency and live frugallv. After 

World War II, the West tried to boost production by encouraging consumption. 
This was a rather successful method. Should the CCP also encourage 
consumption in the future? 





There are indications that the CCP's concept of consumption is going through 
a change and it no longer regards “consumption” as "waste." 


Some eco omists in the CCP recently have written: “The CCP should arrange 
reproduction in light of the ultimate needs and daily consumption. The 
reaction of social needs on production is expressed chiefly in the needs 

cf consumption. Consumption creates productive power. If consumption does 
no. ircrease, the people's enthusiasm for production will be dampened and 

the growth of accumulation of capital will be adversely affected." 
"Production, exchange, allocation and consumption are ‘inks in unity. Damage 
to any of these links will hinder the harmonious development of the other 
links and production cannot be carried out smocthly." 


The CCP economists have also paid particular attention to the “intelleccual 
investment” of the West. They have come to realize that increasing the 
Laborers’ "“daiiy consumption" will improve the quality of } 1bor and 
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eventually play a major role in developing production. Some of them wrote: 
“When daily consumption continues to grow, people will have better health, 
acquire more and more knowledge, become more capable in their work and 
have healthier and more intelligent future generations, This means the 
expanded reproduction of labor. It is advantageous to the development of 
material production and the increase in accumulation of capital.” “We 
were punished because in drawing our plans we did not realistically work 
out a way to improve people's living..," "(Tf we) acc at variance with 
this principle, some people will deal with us, The state and the collec- 
tive may have neglected us, So we take care of ourselves. Some of us may 
loaf on the job, and take some materials which is public property back 
home to make chairs or sofas, This method of work is wrong and harms the 
State and the collective, However, it does not come into being by 
accident and is not an isolated case, [It should have provoked our deep 
thought and pushed us to work according to the ebjective economic laws." 


Recently, the CCP adopted some measures to improve the people's living 
and increase their consumption. This is a very gratifving phenomenon. 


Importing Technology and Making Use of Foreign Funds 


Planning economic readjustment requires funds. Hua Guofeng said in his 
report: It is necessary to concinue implementing the set policy of actively 
importing technology and making use of foreign funds while carrying out 

the policy of readjustment, restructure, consolidation and improvement. 


Making use of foreign technology and funds should be a long-term policy for 
China's reconstruction during the socialist period, It is by no means an 
expedient measure. Yugoslavia has acquired exceilent experiences in this 
area. The CCP may use this as a reference. Hua Guofeng stressed the 
formation of joint ventures using Chinese and foreign investment. The NPC 
also adopted the law on joint ventures. This benefits the four moderniza- 
tions. The only defect is that the foreign merchants gain some profits. 
Taking the situation as a whole, this is not a defect, 


As seen from Hua Guofeng's report, this plan for economic readjustment is 
rather realistic and is workable. The CCP stresses that the new eight- 
character policy is an essential, positive one guaranteeing that China's 
modernization will really develop on 4 firm foundation. Tt also stresses 
that readjustment, restructure, consclidation and improvement mean a first 
step to the realization of the four modernizations. We are Chinese, There 
is no reason why we should not rejoice at the availability of a firm founda- 
tion for our country's modernization. However, the author believes that 
now is not the time for refoicing but ‘ts the time for all people to work 
with concerted efforts to handle the country's affairs well. There are 
enormous hardships before us. This eight-character poiicy comprises four 
areas. Implementation of each of these four areas will involve hardships. 
This is the first point, The second point is that the economy is not an 
is«lated task but is linked up with all aspects of the state's affairs, 
There is invariably a situation in which work in all areas is carried out 
simultaneously, We hope that this situation will occur very soon. 
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NATIONAL ECONOMIC POLICY 


"ECONOMIC MANAGEMENT' JOURNAL TO BEGIN PUBLICATION 
Beijing GUANGMING RIBAO in Chinese 13 Jan 79 p 4 


[Article by Liu_Oicheng /0491 0366 2490/: ""Economic Management’ Journal to 
be Inaugurated"/ 


/Text/ Appropriate to the needs developing out of the new conditions which 
stemmed from shifting the emphasis of the work of the whole party to socialist 
modernization, the journal, ECONOMIC MANAGEMENT will begin publication oa 
January 15. 


This magazine was jointly founded by the Chinese Academy of Social Science's 
Institutes of Economic Research, Industrial Economics, Agricultural Economics, 
Finance, Trade and Commodities Economics, the Economics Research Institute 

of the State Planning Council, Economics Research Institute of the State 
Capital Construction Commission, the Foreign Economics Management Research 
Institute of the Chinese People's University, the Theoretical Department 

of GUANGMING RIBAO and other organizations. 


The issue of ECONOMIC MANAGEMENT magazine soon to be published, the first 
number for 1979, carries an article by the editorial department entitled, 
“Liberate Thought, Combat Superstition, and Advance Toward the Four Moderni- 
zations! - commemorati:.g the 85th birthday of Comrade Mao Zedong." The 
article points out that the system of Mao Zedong Thought is the leading 
ideology for the people of our nation as they undertake the new Long March. 
The article uncovers how Lin Biao and the "gang of four" unscrupulously 
twisted and altered with evil intent the comments made by Comrade Mao Zedong 
concerning the Angang Constitution after it was proclaimed. The central 
ideology of this proclamation required the people to liberate their thought, 
combat superstition, smash various ideological ov-tacles which hindered 
realization of mocernization, anc develop a great Marxist-Leninist urban- 
rural economic and technological revolutionary movement. This also has 
extremel important real significance at the present time. 


This issue also carries Comrade Bao Ding /5508 /844/ "Meeting the War of 
Tomorrow," an article which fondly recalls that Comrade Zhou Enlai, as early 
as the period during the War Against Japan, farsightedly husbanded and 
systematically nurtured scientific and technological strenghts. 
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Also carried is the article, "Organize the Management of the Technology of 
Socialist Building - Social Engineering," by comrades Qian Xuesen /6929 

1331 2773/ and Wu Jiapei 13527 1367 1014/, which makes a preliminary inquiry 
into the | organization of management technology on a national scale, that is, 
“large scale” system engineering. 


In addition is carried Comrade Zong Qinsui's, "How Did Guangdong City's Two 
Light Industries Accomplish Industrial Specialization and Collaboration?". 


Moreover, this issue carries a brief critique which points out that in order 
to carry out specialization and collaboration, affairs must be handled 
according to objective rules, that specialization cannot be carried out just 
for the sake of specialization. 


The column, “Research in Work," presents essays on various management problems 
concerning industrial enterprises, commerce, agriculture and other areas, this 
being a meaningful inquiry. 


For the purpose of breaking through the “closed areas" set up by Lin Biao and 
the "gang of four" in the areas of economic management theory and practical 
work, this journal has brought out a special column, "Open Talk on Ideology." 
In this issue there is a group of short pieces among which is mentioned the 
fact that people up to now haven't dared to use the expression, “material 
stimulation." This explains why the ideology and theory manufactured by the 
“gang of four" confuses right and wrong and must still be clarified. 


In addition to these, this issue also carries, "Criticism and Suggestions,” 
"Foreign Economic Management Evaluation and Introduction,” and other columns. 


The journal, ECONOMIC MANAGEMENT, is a monthly publication published by the 
China Social Sciences Press. Postal bureaus everywhere in the country will 
handle subscriptions. 


9420 
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GENERAL ECONOMIC TNFORMATION 


ECONOMIC JOURNAL DISCUSSES POPULATION PROBLEM 
Beijing JINGJI YANJIU in Chinese No 5, 20 May 79 pp 25-33 HK 
[Article by Liu Zheng [0491 6927]: "Problem of China's Population Growth"] 


[Excerpts] To shift the work focus to socialist construction and deal with 
the problem of population growth in our country, we must emancipate thinking, 
dare to probe into things and sum up both positive and negative experiences 
concerning the problems during the past 30 years in light of the actual 
conditions in our country. The study of future population growth in our 
country should be based on objective law to accelerate the realization of 

the four modernizations. In this article, I intend to present some pre- 
liminary views on the problems of population growth. 


TI. Unchecked Population Growth Is Not in Line With the Law of Population 
Growth in a Socialist Country 


Before liberation, population growth was in an anarchic state. The mor- 
tality rate was as high as the birth rate, and the natural growth of the 
population was slow. It was called the "production of population” 
characterized by "high at both ends and low in the middle." According 

to the first official population record produced in the second year of 

the Western Han Dynasty (2 A.D.), the country's population was 59,590,000. 
The population increased to 540 million in 1949. In other words, the 
population increased by 480 million people, at an annual rise of 1 percent, 
in1,94/ years. If the calculation is based on the statistics covering 

the period between the opium war in 1840 and the founding of the People's 
Republic of China in 1949, the population increased in 109 years, from 

412 million te 540 million which was an increase of 130 million or at an 
annval rate of 2.6. This shows that the popul:tion growth rate was slow. 
According to statistics, in 1936 the birth rate was about 3° percent, 
mortality rate was about 28 percent and the natural growth rate was only 
10 percent. 


Since liberation, with the development of socialist revolution and socialist 
construction, the people's living standards and public health work have 
improved, and the mortality rate, especially that of new-born babies, has 
dropped significantly. It is estimated that the average life expectancy 
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has doubled. This is a good thing which manifests the superiority of the 
socialist system. However, in the same period, because the birth rate 
remained at the same levels as in old China, the present natural growth 
rate is as high as 20 percent, which far exceeds that of old China. How 
should we look at the rapid population growth since liberation? Can it 
be regarded as a law governing population growth in a socialist country? 
lf the answer is no, how should we explain the present situation? 


In the past, the prevailing opinion of the Chinese Marxist economists on 
the law governing population growth in a socialist country was that able- 
bodied people should be fully and rationally utilized. The population 
would grow rapidly and continously on the basis of the development of 
production and the improvement in living standards. Undoubtedly, under 
socialist system, the relevant overpopulation law peculiar to capitalist 
countries is no longer applicable. Their views are basically right. 
However, the concept of regarding the constant and rapid growth of 
population simply as the law governing population growth in a socialist 
country needs further discussion and consideration. 


First, the general tendencies of the development of production in human 
society are mainly determined by the increase of labor productivity, not 
by the constant growth of population. As evervone knows, the development 
of social production depends on two factors: the quality of the labor 
force and the standards of labor productivity. The history of the 
development of human society has proven that when th> standards of the 
productive force are low and production depends chiefly on manual labor, 
the development of production depends entirely on the size of labor force, 
that is, the growth of population. This was the case in primitive, slave 
and feudal societies. 


At present, a revolution in the fields of science and technology has been 
developing rapidly and extensively, especially in the 30 years or so 
following World War IT. With the rapid progress of science and technology, 
the demands for a labor force for production have been reduced not only 

in agriculture but also in industry and other fields. The advance of 
production relies mostly on the increase of labor productivity promoted by 
revolution in science and technology. Due to the great changes in the 
social structure of the population, fewer and fewer people are directly 
needed in the production of materials, and more and more people are needed 
for service trades and research work. In spite of the fact that the rate 
of population growth is low and the increase of population is very slow in 
capitalist countries, unemployment still exists because overpopulation has 
become an essential condition for the existence and development of capitalism. 
The tendencies of the development of social labor have proven and will 
continue to prove that the future development of social production will 

no longer rely on the increase of the labor force but on the constant rise 
of labor productivity. A socialist society is no exception. 




















Second, women make up half of the world's population. Since the proletariat 
wants tc emancipate all mankind, it must also emancipate all women. In a 
socialist society, every woman is a member of the society. She enjoys 
ecual rights with men. To Liberate themselves, women must change their 
former position of being aspendent on their husbands and mere instruments 
for breeding children. They must take part in public industry, become 
producers in scciety and share in the contributions to the state and 
society. Engels sa d: “The first premise for the emancipation of women 
is to reintroduce all women into public industry.” (Kar! Marx and 
Frederick Engels, Selected Work Vol Il p 233) Moreover, all people want 
to exist, develop and produce children, Women must shoulder the glorious 
task of breeding children to contribute to the production of human beings. 
The best time for women to make contributions to society is when they 

are young and fully developed intellectually. This is also their best 
time for child bearing. Thus a contradiction occurs. Under socialist 
conditions, this contradiction must be correctly and reasonably solved. 

In other words, planned parenthood must be exercised to bring down 
population growth so women may take part in public industry and develop 
themselves in an all-round way along with their duty of producing 
children. This is an inexorable trend of history and not a myth. 


Third, a socialist society is an elementary stage of a communist society. 
The aim of socialism is to advance toward communism and the basic condi- 
tic.s for this transition os the extensive development of the labor force, 
Only when collective wealth streams out like an unlimited fountain, can 
the principle of “from each according to his ability, to each according 

to his needs" be realized, Apart from that, communist society demands 
that people have a high level of scientific and cultural knowledge as well 
as a high level of communist consciousness, These are the two basic 
conditions, Marxist authors of classics never take the unchecked growth 
of population as a condition for realizing communism. On the contrarv, 
they tell us that people in a communist society will consciously act in 
accordance with the objective law. They will consciously bring down the 
population growth in light of the social requirements. The fundamental 

aim of the socialist and communist societies with regard to population 
growth i> to train and bring up versatile people who have a high level 

of scientific and cultural knowledge as well as communist consciousness. 
They nev.- advocate the unchecked growth of population. 


In a word, it will not work to regard the constant and unchecked population 
growth as the low governing population growth in a socialist society. 


It. Contradiction Between Populacion Growth and the Four Mocernizations 


Old China was a country which had a large population. After liberation, 

the rate of rapid population growth was as high as 2 percent plus, This 
rapid growth brings contradictions to the real!zation of the four moderniza- 
tions. They include the contradiction to the realization of the four 
modernizaticns. They include the contradiction between population growth 
and the rapid accumulation of funds, between population growth and the 
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we must PONStantly enhance the People’ ~ONSuMing pow to arouse their 
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they jein te country's labor force. Arrangements must be made for them 


to work or ontinue thei! studies. Comrade Zhou Enlai pointed out as early 
as in 1963: We must attach importance CO the propaganda of planned 
narenthvor to bring pore stion growt’ under control. It is not enough 

for us to only pay attention to the health and education of mothers and 
children. Two hundred and twenty-five million babies were born from 

1949 to 1963. Starting from next year (1964) we have to make arrangements 
for 15 million people who are 15 or older for their further studies oT 
employment. The state must provide 3 considerable amount °' funds for 
young people who intend to continue their studies in colleges. With the 
present financial conditions, there is 4 contradiction between 4 Limited 
number of students admitted to colleges and the great nuroer of candidates. 
Those who will take part in production must be provided with more a: J more 


technical equipment. In the mid-1950's, every industria! worker was 
fitced out with equipment mounting to approximately - wuan. The 
equipment is of - ceneral level but not the most advances one. The amount 


must now be raised, In addition, 4 certain amount of investment must be 
mace on others who are not working in the industrial section. Even by low 
standards, 4 large amount of funds and means sf production are needed for 
the arrangement of severai millions of new labor forces in cities. 
However, the accumulation of funds and the expansion of reproduction every 
year in our country are limited. Hence, a contradiction occurs between 
the number of young people in eities who are actually employed and the 
auvber of those who should be employed. In rural areas, tens o” millions 
of people will join the labor force every year. The number of the labor 
force in agriculture has risen from 990 millica in 1958 to th present 

300 m.llion. In spite of the fact that agricultural production is carried 
out .¥ manual labor and farm mechanization has not attained 4 high degree 
of vechnologys rural areas are already saturated with labor. This is one 
of the most important reasons for the stagnation of labor productivity 

in agriculture and the drop in the marketabilit’ of agricultural products. 


J. Contradiction between population growth and the quality af the labor 
poree-. 


sifficulties in arrang inp the labor force as 4 result of the rapid popula- 


tion growth are also found because the quality of the labor force* does not 
meet th needs of the four modernizations. To res ize the four moderniza- 
tions, ° need a large nuaber of workers, peasants ana inteliectuals with 
higher cultural levels and a good command of modern ectentific rechniques. 
Old Cina whic! was backward economically and eulturally did not leave a 
sowerful scientific and +echnice! contingent for Us. After ‘{beration, 


alth ugh we have traine 4 numbe! of technical and eng ineer ing personnel, 
ecienific researchers ane skilled workers, we ‘ave not gained a high 
standing 3 educatio .. Moreover, the base -f our higher education is a 
weak link. fn the past 10 years or so, Lin Biao and the “gang of four” 
pursed a reactionary solicy of the so-called "suspend ing class to engare 
in revolution.” They -riticized tc achers randomly and propagated Zhang 
Tiesheng'$ “heroic deeds af oresenting bhiunk test ~soers and irfjicted 


eerious damage on our education system. “e ok technica: personne! in 











all construction sectors, The difficulties in education are greatly 
multiplied by the rapid population growth and the increasing number of 
teenagers. As a result, on the one hand we have to find tobs for a 
great member of people, and om the other we lack a laree aumber of 
skilled workers and technical personnel for the realization of the 
four modernizations, 


III. To Act in Accordance With the Objective Law and Control the Growth 
of Population 


There are two ways to solve the contradictions between the growth of 
population and the realization for the four modernizetions. First, 
accelerate the development of production and absorb labor force in social 
production to lay a basic materia! foundation ‘or the accumulation of 
funds and the improvement of people's living standards; second, respect 
the objective law and bring the erowth of population under control in 

a planned way. 


As is known to all, the law governing the proportioned development of the 
national economy demands that the production of the whole soctety be put 
onto a track of planned development. Social production includes not only 
the production of materials but also the production of human beings them- 
selves. They are both interrelated and interacting, Many people used to 
interpret social production merely as the production of materials, but 
neglect or even forget the production of human beings themselves. Engels 
explicitly pointed out: “According to the materialistic view, the deter- 
mining factor in history is, in the last resort, the production and 
reproduction of immediate life. ‘%ut this has a twofold character: the 
production of means of subsistence--food, clothing and shelter and the 
necessary tools; and the production of human beings themselves, the 
propagation of species." ("Selected Works of Marx and Engels” Vol 2, 

pp 170-171). Ina socialist system, if we only put into the plan the 
production of materials but neglect the reproduction of human beings, 
this kind of practice is not in |ine with the public ownership of the 
means of production and the law governing the proportioned development of 
the national economy. The planned development of the production of 
materials contradicts the anarchic state of the production of human 
beings. The anarchic growth of population will produce harmful effects 
on the rapid advance of the social labor force. 


While placing emphasis on the twofold characters of social production as 
well as the two kinds of production which should be included in the 
national economy plan (starting from the 4th five-year plan, the growth 
of population is included in our national economy plan), we must take in 
to account the differences between the production of materials and the 
production of human beings. If we pay attention to the universal contra- 
dictions but ignore the particularity of {t, we wil! not attain an ideal 
goal in our plan for controlling the growth of population. We must pay 
attention to and study the particularity of the production of human beings, 
fully grasp its objective law and make it serve the purpose of bringing 
population growth under control and accelerating the realization of the 
four modernizations. 




















CONERAL ECONOMIC INFORMATION 


NPC DEPUTIES DISCUSS WAYS TO INCREASE EMPLOYMENT 
Beijing XINHUA in English 0800 GMT 30 Jun 79 OW 


[Text] Beijing, June 30 (XINHUA)--Deputies to the current session of the 
National People's Congress expressed satisfaction at the fact that an 
additional seven and a half million people would find jobs in China this 
year. The figure, some said, was nearly double the aggregate number of 
newly employed in the first nine post-liberation years. 


In group discussions, the deputies noted that Lin Biao and the "gang of 
four" had wrought havoc on China's economy and widened the gap between 

the number of people who were waiting to be employed and the number of 

jobs available, 


They agreed that the solution to the problem for some time to come lay in 
developing enterprises of collective ownership which did nt require auch 
investment from the state and which were economically self-supporting. 


Deputy Kang Yonghe, director of the State Bureau of Labour, and many other 
deputies were of the oninion that commerce and the service sector should 
be actively developed. 


According to statistics from Beijing, Guangzhou and eight other big cities, 
industrial workers accounted for 56 per cent of the total number of wage 
earners in 1977 as against 44 per cent in 1957, while the proportion of 
workers ‘n commerce and the service trades fell from 14.5 per cent to 

9.5 per cent in the same period, Kang Yonghe said. 


This caused great inconvenience to people, he ssid, There was a good deal 
of room for expansion of commerce and services in the cities. 


In the last two months, Peking alone had organized 40,00 young people 
waiting to be employed into cooperatives engaged in repair and other 
services, manutacture of furniture, etc. 


Deputy Zhao Nangi, secretary of the Communict Party Committee of the 
Yanbian Korean Autonomous Prefecture, said, however, that conditions in 
small cities end towns were different from those in bic cities, There was 
not as much room for expanding commerce and services as in big cities. 
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He suggested establishing crop, stock, forestry, fish and poultry farms, 
and joint enterprises combining agriculture, industry and commerce in 
the rural areas to increase employment opportunities. 


Many deputies agreed with him. They argued that China should control the 


size of big cities since the country already had 23 cities with a million 
population or more. 


cso: 














GENFRAL ECONOMIC INFORMATION 


"GONGREN RIBAO’ URGES TECHNICAL EXCHANGES AMONG WORKERS 
Beijing XINHUA in English 0308 GMT 20 Jun 79 OW 


[Text] Beijing, June 20 (XINHUA)--The WORKERS’ DAILY today urges Chinese 
trade unions to help pronote technical exchange and cooperation among 
workers, technicians and scientists in their efforts to speed up the 
country's modernization. 


Such cooperation has played an important role in China's socialist 
construction, says a commentary in the paper. It shows the Chinese 
workers’ determination to build socialism through hard work and self- 
reliance. 


The four modernizations, and the modernization of science and technology 
in particular, need large rumbers of specialists working closely with 
workers, and the trade un/ons should pay attention to this work, the 
commentary says, 


It notes that activicies in the field must keep in step with the current 
readjustment of the national economy and concentrate on making the fullest 
use of existing resources and upgrading the present enterprises. 


At present, it is imperative that technical problems in the fuel, power, 
building materials and transport departments, all weak links in the 
national economy, be tackled and that production be stimulated, the 
paper seys. Attention must be paid also to ways o: economizing coal, 
electricity, oil and raw materials, 


Effor.e« sust be made to boost production, raise quality, add new varieties 
of industrial products and improve labour and environmental protection, it 
says. 


The sare paper carries a report on the activities of the Beijing Technical 
Exchange Centro which provides information on new techniques and technology 
and helps solve knotty technical problems for enterprises mainly through 
running forums, training classes, exhibitions and demonstrations on 
technical subjects. 


CSO: 4020 








GENERAL ECONOMIC INFORMATION 


GUIZHOU TELEPHONE CONFERENCE URGES INCREASING PRODUCTION 
Guiyang Guizhou Provincial Service in Mandarin 2315 GMT 30 Jun 79 HK 


[Excerpts] The Guizhou Provincial Revolutionary Committee held a telephone 
conference on the afternoon of 29 June. It summed up the experiences on 
Guizhou's industry and communications front in launching the movement to 
increase production and practice economy since the beginning of this 

year and also called on Guizhou'’s industry and communications front to 
further mobilize to deepen the movement to increase production and practice 
economy, do everything possible to insure the fulfillment of the production 
plans for the third quarter and greet the 30th anniversary of the founding 
of the PRC with outstanding achievements. 


Present at the conference were responsible people of all provincial depart- 
ments, committees, offices and bureaus, all prefectures, autonomous pre- 
fectures, municipalities and counties who are in charge of industry, all 
prefectural, autonomous prefectural, municipal and county planning c:mmit- 
tees and industrial bureaus as well as large and medium-scale enterprises. 
Su Gang, secretary of the Guizhou Provincial CCP Committee and vice chair- 
man of the Provincial Revolutionary Committee, presided over the conference. 
Song Kiaopeng, vice chairman of the Guizhou Provincial Revolutionary 
Committee and chairman of the Guizhou Economic Committee, and Su Gang spoke 
at the conference. 


The conference noted: Since the beginning of this year, and under the 
guidance of the spirit of the 3d plenum of the 11th CCP Central Committee, 
Guizhou's industry and communications front has worked hard to realize 

a shift in the work focus. It has strengthened political work, seriously 
done well in readjusting the national economy, strengthened production 
and strictly practiced economy. All units, localities and enterprises 
have done a lot of work. After the telephone conference of industry and 
communications front on increasing production and practicing economy 
convened by the State Economic Committee, a mass movement to increase 
production and practice economy has been whipped up on Guizhou's industry 
and communications front, 





In the first half of this year, relatively good achievements have been 
scored on Guizhou's industry and communications front in increasing 
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production and practicing economy. However, we must not overestimate the 
situation for blindly feel self-complacent. We should see the existing 
problems. In general, the scale of the movement is not large, the pace 
is slow and the development is very urbalanced. For these reasons, the 
conference put forward the following demands: 


1. We must widely and penetratingly launch the movement to increase pro- 
duction and practice economy, 

2. We must strengthen political and ideological work, fully mobilize 

the masses, further mobilize the socialist enthusiasm of the staff and 
workers and whip up in a down-to-earth way a new upsurge of the mass move- 
ment to increase production and practice economy. 


3. We must grasp the development of light and textile industries and place 
them in a prominent position. 


4, We must continue to do well in firmly grasping the movement to increase 
production and practice economy in the production «f coal, electric power 
and construction materials and transportation. 


5. We must ciosely integrate increasing production and practicing economy 
with economic readjustments and the rectification of the management of 
enterprises and, through deepening the movement to increase production and 
practice economy, further stimulate the work of readjustments. 


6. We must continue to firmly grasp the work of turning deficits into 
profits, stocktaking and auditing. 


/, We must specifically strengthen the leadership over the movement to 
increase production and practice economy. 


CSO: 4006 




















GENERAL ECONOMIC INFORMATION 


SHENYANG CCP COMMITTEE DISCUSSES ECONOMIC PROBLEMS 
Shenyang Liaoning Provincial Service in Mandarin 2300 GMT 27 Jun 79 SK 


[Text] The Shenyang Municipal CCP Committee recently held a work conference 
to solve problems emerging in readjusting the national economy in regard to 
ideology and understanding. 


Participating comrades said: It is necessary to deeply implement the spirit 
of the third plenum of the 11th CCP Central Committee, work with one heart 
and one mind in overcoming difficulties and fight the first battle in the 
wake of shifting the work emphasis to socialist modernization successfully. 
Participating comrades spoke their own minds freely and carried out sincere 
discussion and analysis. 


They pointed out: Due to the prolonged sabotage of Lin Biao and the “gang 
of four," Shenyang Municipality, like Liaoning Province and the country 
as a whole, is plagued with the serious proportional imbalance in the 
national economy. This is shown by the following: 


The agriculture foundation is weak, yield is low and, particularly, non- 
staple foodstuff bases have not been built up. More weight is given to 
heavy industry. There is littie investment in the light, textile, building 
materials and electronic industries, which results in slow development, 
substandard production quality, less variety of products and great failure 
to satisfy the needs of markets. 


In the construction of urban areas, a large number of tasks remain to be 
done, such as correcting the prevailing strained situation in the fields 
of housing for the masses, gas and water supply and public transportation, 
Facilities for culture, education and public health are seriously 
lacking. The commercial network cannot meet the needs of the increased 
population, which causes great inconvenience in the people's livelihood, 
Insufficient fuel and raw materials and the electric power problem causes 
a great gap in developing the processing industry. A large number of 
enterprises have been tasked below their capacities for a long time, so 
that the number of people awaiting work has increased and the task of 
solving problems of job arrangement is heavy. 
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In facing this situation, carrying out economic readjustment will make it 
possibie to consolidate the great achievements scored on the economic front 
in grasping che key link in running the country well in the 2 years and 
also to make a good start in shifting our work emphasis to socialist 
mocernization. 


The conference held: the work of readjusiment, reconstruction, consolida- 
tion and improvement should be based on the reality of Shenyang Municipality. 


Participating comrades said: The stress in readjusting the national economy 
in Shenyang Municipality should be placed on the question of proportional 
relations between various sectors in the national economy. Efforts should 
be made to successfully carry out tasks related to urban construction, 
public utilities, housing, water and coal supplies, the commercial network 
and medical and public health facilities so as to gradually satisfy the 
clothing, food, shelter and travel needs of the people across the 
municipality. 


The conference called on the various departments and units in Shenyang to 
set right the party's workstyle, do a careful job, sincerely carry out 
investigations and studies and solve the wuestions of helping educated 
youth settle in the countryside, job arrangement, urban construction and 
building non-staple foodstuff bases. It is necessary to fully tap 
potential and bring the role of the existing enterprises into play. 
All-out efforts should be made to launch a mass movement to increase 
production, practice economy and quickly push the work forward. 


CSO: 4006 








GENERAL ECONOMIC INFORMATION 


FORESTRY OFFICIAL OPPOSES ANNIVERSARY EXHIBITION 
Beijing XINHUA Domestic Service in Chinese 0109 GMT 28 Jun 79 OW 


[Excerpts] Beijing, 28 Jun--Shen Wandi of the propaganda department of 
the Ministry of Forestry, has written to us suggesting that the industrial 
achievement exhibition in celebration of the 30th anniversary of the 
founding of the People's Republic of China not be held, 


Shen Wandi says: Recently the State Economic Commission arranged for 
various ministries to do a crash job putting together an industrial 
achievement exhibition to celebrate the 30th anniversary of the founding 
of new China. Everybody is talking about this matter and they all feel 
that this kind of exhibition should not be held. Here are the reasons: 


1. The exhibition on learning from Daqing in industry just closed not long 
ago. It was a large-scale exhibition and lasted a long time. Almost all 
of the best things we have in industry were displayed. If we now put up 
another exhibition, it will unavoidably duplicate the last one, and the 
costs in financial and material resources will be very great, 


2. To put together a big exhibition for celebration is not in keeping 
with the spirit of the party Central Committee's instruction on not 
celebrating the 30th anniversary of the founding of the People's Republic 
in a big way but spending the limited money and materials where they are 
most urgently needed. It is also not in keeping with current guidelines 
to encourage increasing production and practicing economy and to oppose 
extravagance and waste. 


3. If the purpose is to demonstrate our achievements in the 30 years since 
the founding of new China and to conduct socialist education among the 
people, we can use other forms of propaganda. We do not have to put 
together a very costly exhibition, If the purpose is to exchange ex- 
periences and push forward industrial production, then it is much better 
and cheaper to organize comrades in a well-planned way to go to the 
advanced units for on-the-spot observations than to hold an exhibition. 


4] 








Recently when the State Economic Commission called a meeting of various 
ministries to assign tasks for putting up the exhibition, comrades of the 
Ministry of Forestry, based on past experience, wondered whether or not 
the exhibition should be held. But a responsible person of the economic 
commission said that forestry was very important and that an exhibition 
should be held. To avoid pouring large amounts of money and materials 
down the drain a second time, we implore the concerned leadership to 
immediately stop preparations for this exhibition. 











GENERAL ECONOMIC INFORMATION 


"XINHUA' NOTES NEED TO IMPROVE METROLOGICAL WORK 
Beijing XINHUA Domestic Service in Chinese 0155 GMT 24 Jun 79 OW 


[Newsletter by XINHUA reporter Xia Junsheng: “It Is Necessary To Pay 
Attention to the ‘Eyes’ of Industrial Production"] 


[Excerpts] Beijing, 24 Jun--At a recent Beijing municipal metrological 
work meeting many comrades told this reporter that measuring equipment and 
instruments--which are the "eves" of industrial production--at a number of 
plants and industrial enterprises are inaccurate or in need for repair and 
that the situation is quite serious. Departments concerned should pay 
close attention to and take steps to conscientiously solve this problem. 


The computer company under the Beijing municipal meters and instruments 
bureau last year investigated measuring equipment and instruments at 

10 plants. It was discovered that only less than 20 percent of the measur- 
ing equipment and instruments could meet the set standard, 


It has been learned that of the more than 1,200 plants and enterprises under 
the jurisdiction of the Beijing Municipal Economic Committee, only some 

500 units have paid attention to metrological work. More than half the 
plants and enterprises under the committee have not assigned staff members 
to take care of and inspect measuring equipment and instruments. A great 
deal of measuring equipment and instruments are being used continuously 
until they can no longer be used. 


Measuring equipment and instruments are the “eyes" of industrial production. 
Their accuracy and reiiability have a direct relationship on the quality 

of products, cost accounting, production safety and other industrial 
management work. 


In order to meet the needs of the new situation, departments concerned 
must pay special attention studying the science of weights and measures 
so that metrological work will better serve the four modernizations, 


CSO: 4006 





GENERAL ECON IMIC INFORMATION 


BRIEFS 


ADVERTISEMENTS BROADCAST--Listeners, the Liaoning People's Broadcasting 
Station will add an adver:isement program beginning 2 July. Broadcast 
times for advertisements are 0625, 1225 and 1825 hours [all local times] 
daily. We welcome the various factories, mines, enterprises, shops, 
organizations, schools, people's communes and scientific, art, public 
health and cultural units to make good use of it, Our address is: 
Advertisement Department of Liaoning People's Broadcasting Station, 
(Maluwan), Shenyang Municipality. Our telephone number is 25164. [Text] 
[Shenvang Liaoning Provincial Service in Mandarin 1100 GMT 25 Jun 79 SK] 


ANHUL FINANCE TRAINING COURSES--After the 3d plenum of the llth CCP 
Central Committee, Anhui's finance and trade departments at all levels 
have run all kinds of short-term training courses. They have organized 
the cadres, staff and workers to study economic theories, scientific 
management and professional techniques and have scored relatively good 
achievements. Currently, Anhui's finance and trade departments at all 
levels have trained some 10,000 people. Many units in Bengbu, Hefei, 

and Maanshan municipalities have also formulated plans to train by 
retation all their cadres, staff and workers in 1 or 2 years. The training 
courses are run in four major forms: 1) the finance and trade departments 
jointiy run with the party schools finance, trade and economic management 
courses in the party schools. They are mainly aimed at training the 
sead‘ng cadres of bas‘c-level finance and trade units and normally iast 
for about l month. 2) the finance and trade departments run all kinds of 
short-term training courses themselves, 3) they run spare-time schools 
for stai.: and workers and organize their staff and workers to study 
cuiture, theory and their professions. At present, some 400 people are 
studying in these kinds of spare-time schools, 4) they run lectures 

on pr fessiona information, [Nefei Anhui Provincial Se: vice in Mandarin 
1100 GMT 26 Jun 79 HK} 
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ECONOMIC PLANNING 


ECONOMIC JOURNAL DISCUSSES BASIC AGRICULTURAL ACCOUNTING UNIT 
Beijing JINGJI YANJIU in Chinese No 4, 20 Apr 79 pp 2-7 HK 


[Article by Xu Dixin [6079 3321 2450]: "A Discussion of ‘Transition 
Despite Poverty'"} 


[Text } I 


The basic accounting units in collective agriculture in our country are 
now, generally speaking, production teams. In the future, we will have 
to select the appropriate form, with which to realize single ownership 

by the whole people throughout the country, for example, transition from 
production teams to production brigades and from production brigades to 
communes as the basic accounting units and then the transition from 
collective ownership by communes to ownership by the whole people. This is 
the inevitable law of socialist development in our country and is the road 
we are bound to traverse. 


Practice proves that this transition should be realized step by step and 
cannot be arbitrarily determined by one's subjective will. The transition 
of basic accounting units in collective agriculture can only be determined 
by the level of agricultural productive forces, by reducing the differences 
between the rich and the poor among the basic accounting units and by the 
socialist awakening of the majority of commune members and also their 
willingness to make the transition. If agricultural productive forces have 
developed greatly, to the extent that the scale of production and its 
relations in the present production teams as the basic accounting units 
have become a fetter, then failure to make a transition will lead to error 
and will handicap further development of agricultural productive forces, 
the economic strength of various basic accounting units within a brigade 

is such that the difference between the rich and the poor is markedly 
narrowed and has even in the main disappeared, then the transition from 
production teams to brigades as the basic accounting units will not give 
rise to the problem of brigades “appropriating” the property of production 
teams or to the problem of poor teams “appropriating” the property of rich 
teams. Under such circumstances, the transition from production teams to 








production brigades as the basic accounting units will not brirc about 
contralictions between teams so far as property relations are concerned. 
If the level of development of agricultural productive forces is markedly 
rsised, if the difference between rich teams and poor teams is markedly 
narrowed while the level of socialist awakening of commune members is 
further raised and the vast majority of people enthusiastically support 
the transition of the basic accounting units instead of doubting and 
opposing it, then the transition of the basic accounting units will be a 
thine that takes care of itself. 


When the central authorities put forward in 1961 the fundamental system of 
the rural people's communes in our country, production brigades were at 
first taken as the basic accounting units in the system of three-level 
ownership. But, after investigation and study, Comrade Mao Zedong pointed 
out: At the present stage, it is generally still proper to take production 
teams as the basic accounting units in people's communes. Practice proves 
that taking production teams as the basic accounting units in the three- 
level ownership of rural people's communes is in line with the level of 
development of agricultural productive forces in our country and with the 
level of the masses’ knowledge of socialism. 


he “gang of four" promoted “transition despite poverty” in their inde- 
pendent kingdom in order to disrupt the socialist agricultural economy of 
our country. What are the contents of “transition despite poverty?” First, 
it denies the decisive role played by the development level of agricultural 
productive forces in determining the relations of production. It holds 
that tne development level of production forces may be disregarded and 

that the determination of officials is enough to cause the basic accounting 
units in collective agriculture to make the transition at one stroke from 
production teams to production brigades. Second, rich teams and poor 

tcams are forcibly “brought to t! > same level” despite differences and 
economic contradictions between them. By so doing, not only do poor teams 
“appropriate” the proper'v of rich teams, but brigades also “appropriate” 
the property of rich teams. This approach is not “socialism” but extreme 
egal‘tari aism. This approach averages things more thoroughly than “even 
distribution nd transfer of supplies without compensation.” Confronted 
with the awe-inspring power of the “gang of four,” who among the masses 

in rich .ceams dared to sav "No?" This perverted a tion of the “gang of 
four" ov ,enly regated the existence and requirement of the law that the 
relaticns of production must suit the nature of the productive forces, 

This .°« of ob ectivity demands that, under conditions o: progressive 
deve'opment of productive forcer, the relation. of production must be 
chan,ed to suit the development of productive forces; but, at the same 
time, it demands that, when the relations of productior suit the develop- 
ment o° productive furces, these relations must be stabilized. At the 
present stage of our country, the relations of production wits production 
teams as the basic accounting units in the rural people's communes are 
adapted to the level of developmen: of productive forces, are favorable 
to further development of agricultural productive forces, Under the 
present circumstances, to insist on the basic accounting units in collective 








agriculture making the transition from production teams to production 
brigades is obviously opposed to the recutrement of the law that the 
relations of »sroduction west euft the - looment of preductive forces. 

As an old Chinese saying goes, i¢ would mean “puiling up young plants to 

aid their grovth.” Outwardly, young plants pullec up lock higher; actually, 
the roots of the plants care dam2ged and withered. In substance, such its 

the case with the “transition despite ooverty™” promoted by the “gang of 
four.” 


Practice proves that “transition despite poverty” not only undermines 
agricultural productive forces and runs counter to the requtrement of the 
law that the relations of production must suit the nature of productive 
forces. It also undermines the recuirement of the law of value and the law 
of socialist distribution according to work. 


"Transition despite poverty” is bound to run into the problem of “verifying 
and determining the property and assets’ of each production team that 

makes the transition to brigade. Now manv livestock, farm implements, trees, 
how much farmland of team A and how much of its accumulsted cash should go 
to the brigade? How many livestock, farm implements, trees of team B and 
how guch of its farmland and how much of {te accumulat: ash should go to 
the brigade’ The assets of team A may far exceed those of team B, But 

after making the transition to the brigade, thev en'‘oy the same treatment-- 
the assets are entered into booxs and the time of compensation is in the 


indefinite future, In som ses, a “communist wi vas released and 
"transition without compensation was announced.” 1 ot this approach in 
sharp contradiction to the requirements of ° I » value for the socialist 
period? Why did production teams in sm scalities scll thetr livestock 
and fell their trees stealthily after “transition deepite poverty” was 
announced? Because thev sot unecus!. unfair treatment. Because the law 
of value that requires exchanse of equivalents wae serious!y violated: 
"Poor teams” vary with rich ts in term * gcal [| production and total 
amount of products and teams’ income. This being so, the actual value 
represented’ by the work points earned by mesbers of a rich team is not 
equivalent to the actua) value represented bv the work points earned by 
members of a poor team. The daily value of work days earned by members 

of rich teams is 1.50 yuan in some cases and more than 1.50 yuan in others. 
On the other hand, the dai’. \ »of work davs earned bv rember of poor 


teams is only .50-.60 yuan in some cases and is even under .W-.40 yuan in 
others. In substance, “transition despite »overty” would mean bringing 


to the same level the value of work oointe and the value of work davs 
earned by former rich teams and those earned by former poor teams, Since 
the basic accounting units have ™a e transition from croduction teams 
to production brigades, the value of work point r the dally valve 
earned by commune members is necessarily applicable to the production 
brigade, and the value of work points earned bv members of former rich 
teams is necessarily lowered, while the value of work points earned by 
poor team members is raised. There are meny reasons vhy rich teams are 


rich, but good cperation and hard work ore important factors. According 











to the soci list pri.ciple of distribvtior those who work more should get 
more. With “transition despite poverty” carrie! out, this sectialist 
principle of dist: ibution--more work, more payv--would inevitably be des- 
troved. When this met.od is adopted how could the socialist enthustasn 
of the former rich team members be kept up? How could the mentality of 
depending on others be prevented from growing among members of former poor 
teams? Since “crausition despite poverty” carried out when conditions 
are not ripe will dampen the enthusiasm of former rich team members and 
foster former poor team members’ meatality of dependine on others, how 
can collective agriculture develop at a great rate? 


IT 


the “gang of four” has been struck down but advocacy of “transition despite 
poverty” has not ended with its downfall, The theoretical basis used by 
those who advocate “transition despite poverty” is almost the same as that 
used by the “gang of four.” 


First, they represent “transition despite poverty” as “revolutionary.” Did 
not Wang Hongwen say: “Those who do not want transition despite poverty 
do not want revolution and oppose reform of the system of ownership.” Is 
this argument made by Wane Hongwen not the reasoning used by certain 
people for upholding “transition notwithstanding ocverty?" Are not our 
comrades, who insist on seeking truth in facts, taking action that suits 
local circumstances and maintaining production teams on a proper scope, 
eviticized as"not revolutionary,” as “rightist,” as “lacking che major 
goals of comnunist’?” In which respect are these grounds of criticiS™ not 
identical with Wane Hongwen’s arguments? What a broad accusation! Those 
who prusaote “transition despite poverty” are revolutionsry: those who do 
not promote “transition despite poverty” are against the socialist 
revolution. Where does this the retical basis come from? Where does this 
logic come from? [ would ask: Can it be said that to implement party's 
rura, economic policics, develop collective agriculture with production 
teams as the basic accounting units and bring into full ; lav the role of 
agricult: e as the fovndation of the national economy is not an act of 
buiidin, soci lism? Can it be said that to pull up young plants to ai 
their growth and make “transition notwithstanding poverty” that iwdermines 
acricu! usral productive forces is a revolutionary ction? Marxism-Mao 
Zedong hough teaches us that we must integrate the theory of unirt rrupted 
revolution with the theory of developing revolution by stages. According 
to th. aergumen © mace by these people, to make the transition right away 
to brigades as basic acce mting units vithin « certain pericl of time 

and chon to quickly make the treasition to communes as accounting units is 
a revolutionary action. Outwardly, that would be quite revolutionary,” 


but ca’ those who believe in Marxisn-Leninisr such a thine? Can thev 
ipply the so-called “theory of uninterrupted revolution” to tepate the 
theory of devel pine revolution bv stages? Piactice proves that after its 
establishment the new relation of has to go through 4 proccss 


of consolication, This is aiso true of coliective agriculture with 
production teams as besic accounting unite. And the so-called “transition 
despite pove.<y' just undermines the consolidation of production team 














accounting that is in line with the level of development of agricultural 
productive forces. Wang Horgwen intentional'y undermined our socialist 
collective economy. How can we revolutionary comrades do such a thing? 


Second, they hold that collective agriculture with production teams as 

the basic accounting wnits is too emall in scope and Limiced in resources 
to undertake projects of farmland water conservancy construction and that, 
only by “merging teams” and making the transicion from production teams 

to production brigade as basic accounting units is tt possible to meet the 
demand for farmiand water conservancy construction. The “shock mergire of 
teams” stirred up by Lin Biao and the “gany of four” in some localities 
during 1970 or there-abouts was based on the so-called “theory of 
adaptation.” Even to this day this theoretical basis has support and is 
one of the grounds for “transition despite poverty.” Facts prove that 

this theoretical basis does not old wearer. “he farmland water conservancy 
construction projects, which are not smal! in scope in many localities, 

are not based on “merging of teams” bur have been built with production 
teams as accounting units. Facts prove that provided the economic relations 
among the production teams taking part in farmland capital construction are 
correctly handled and provided the principle of “voluntariness, mutual 
benefit and exchange of equal value” implemented and the burdens are 
rationally arranged according to the benefits obtained bv various production 
teams taking part in farmland water conservancy construction, collective 
agriculture with production teams as basic accountine units is still able 
to make farmland water capitsl construction a success. Therefore, because 
it is “not adaptable" to farmiend capital construction is not a good reason 
for denying the fundamental system of three-level! ownershtp with production 
teams as the foundation that exists at the present stage, 


Third, they hold that the basic accounting units in collective agriculture 
may make the transition without considering economic conditions. Zhang 
Chunqiao proposed that, in maxing the transition, “it is of nationwide 


significance to grasp various types of mode! wrticulariy the model of 
poor teams.” Under his encouragement, some of those who sold themselves 
for the patronage of the mighty cried: “If conditions are lacking, that 
does not mean no transition can be sade,” ™ rial foundation is not the 
main thing. The main thing Is dorrec spirit, “poor teams should count 
on their dogged spirit to rake the transition.” Can it be said that 

the spirit of "transition Jespti: verty” ae mantfested by Zhang Chunqiao 
has disappeared? It is said that a6 iong ae the leadinor groups are good, 
both transition despite poverty and mnsition when prosperous may be 
considered. "It would be meaninglese to make the transttion only when the 
teams become rich.” To put it bluntly, th rguments are nothing but 
refurnished versions of “transition despite poverty” promoted by the “gang 
of four.” If poor teams cor becone l'«to-do after “transition despite 
poverty,” it would be welcome. The point Is that thie ts only a hope. 
Practice proves that in reality the cransition of the poor teams can only 
mean reducing the wealth and distributed tncome of the rich teams to the 


same level as that of the poor tears. Under such circumstances, poor teams 























can become “rich,” but so far as the whole brigade is concerned the wealth 
has rot increased, nor has tne total amount of income .ncieased. The on.” 
result is that rich teams become impoverished and mentality of the “poor 
teams” depending or others is fostered. What advantage is this to the 
nationa’ economy as a whole? 


Fourth, since economic conditions may be left out of consideration when 
the basic accounting units in collective agriculture make the transition, 
then ‘ne will of officials is bound to become the decisive factor in 
determining transition despite poverty. Can it be said that the 
“transition despite poverty” promoted by the “gang of four” In the 
Shanghai vicinity was not determined by the will of the secret agent 
Zhane Chunciao? Afcer the "sang of four" was struck down, their will 
could rot, of course, play a decisive role. But it is hard to say chit 
those who upho!’ "transition despite poverty,” while differing from the 
“gang of four,” are not the same as the “gang of four" in so far as the 
implementation of the will of officials is concerned. Facts prove that 
it is precisel on the issue of “transition despite poverty” that the 
officials in some localities exercised their official will. Disregarding 
objective conditions and without discussion by the masses, they forced 
the oroductior teams in the areas under their control to mace transition 
withia a certain time. After “transition despite poverty” had been made 
and many contradictions emerged, they still wanted to carry on. .ow ci 
collective agricultural productio: develop under such circumstances? 


Fifth, compeliing commune members to make “transition despite poverty" is 
che most striking expression of nonrecognition of peasents’ collective 
ownership. ihe "gang of four" is the mortal enemy of the socialist system. 
Practic’ng ultraleftism, they, of course, had no respect for peasants’ 
collective ownership. After the "sang of four" was struck down, comrades 
in som localities still deny peasants’ collective ownership in various 
forms. In some cases, financial burdens are arbitrarily apportioned to 
production teams, even distribution is carried out and trans‘ers of 
suppiies ar? made without compensat:on, In some cases, a uniform cut is 
irLitrar ‘y made from above and confised orders are given. In some 

ases, various methods are taken to sc* that many production teams increase 
their production witiout increasing their income, thereby turning distribu- 
tion ac. ording to work into “flowers in the mirror and the moon in water"-- 
things ppealing but unreal. In still others, in the name of emulating 

the advanced the’ have production teams make the transition to production 
brigr'es at on streke. Under such circumstances, production teams’ power 
to contro’ funds, goods end manpower and their power to manage production 
operations are placed iu the hends of the higher level. Since they have 
lost power to contr>l funde, goods and manpower and power to manage produc- 
tioa on~erations, peasants’ collective ownership can exist but in name only 
Since peasants’ collective ownership exists in name only, how can they 
riise objections and refuse to make “transition despite pover:v" when the 
highe, otticials want them to. 


The constitution of ovr country explicitly stipulates: “The economy of the 
rural people's commures is collectively owned by the socialist working 
masses and, in general, is a three-leve’ ownership by communes, production 
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brigades and production teams but in practice with production teams as the 
basic accounting units.” "The state insures consolidation and development 
of the socialist economy owned by the wimole people and the collective 
economy owned by the socialist working masses." The constitution is the 
fundamental law of the state. To allow the will of officials decide the 
transition of production teams without regard to objective conditions, 
without discussion by the masses, and without the agreement of the majority 
of people is not only a negation of historical materialism by subjective 
idealism but an open violation of the explic’t provisions of the state 
constitution. 


Practice is the only criterion for testing the truth. What does “transition 
despite poverty” bring to commune members? Does it bring in “plenty” or 
does it cause calamity? A RENMIN RIBAO reader gives the following ansvwer: 
First, “rich teams cannot carry on and poor teams wait for ‘holding 
property in common.’ Second, “more levy and procurement tasks are imposed 
on the better teams, who work more but cannot obtain more." Third, “heavy 
loss of livestock and farm implements and cheotic management of side 
occupations.” “With brigades as accounting units, livestock are turned into 
motherless children and are used recklessly and are under nobody's care." 
"Well-to-do teams steaithily sold several head of animals.” “Also there 

was much damage to farm implements.” Fourth, “production has suffered a 
heavy loss and commune members’ livelihood is without protection. As pro- 
duction teams have no right to make their own decision and their sideline 
occupations are turned over to »rigades, production unds cannot be found 
anywhere." They cannot afford to pay electricity bills, and power is cut 

by the electric department. Commune members find ‘tt even difficult to 

get drinking water and to grind their flour. A comment on this letter 
reads: “Such are the calamities that ‘transition despite poverty’ has 
brought to production teams and commune members.” What does this comment 
mean? Does it not mean that when conditions are not ripe, when the develop- 
ment of productive forces has net reached a certain jevel, when the gap 


between the rich and the poor omone various production teams within a 
brigade has not been conspicuousiy narrowed down and when the majority of 
commune members have not agreed to the transition in their thinking and 
understanding, to force “transition despite soverty™” by dint of officials’ 
will, will instead of making the poor teams rich and enabling the brigades 
to develop their production, cause the productive forces--from livestock 

to farm implements to labor power--<of the rich teams and even the brigade 
as a whole to suffer serious <omage’? Is it an exaggeration to say that 
“transition despite poverty" made when conditions are not ripe is, actually, 
a destruction of agricultura! productive forces? To be sure, in form the 
collective ownership in agriculture is “rising” because its basic accounting 
units have made the transition frum production teams to production brigades. 
But can this erevation in form make for t ‘oes of agricultural produc- 
tive forces? If commune members are forced to make “transition despite 


poverty” when conditions are not ripe what is this but cheating the public? 
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Some points made by those who insist on “transition despite poverty” are 

wet the same as those made by the “gang of four." The “gang of four" oppose 
socialist construction and the four modernizat ons whereas these comrades 
support socialist oognstruction and the four modernizations, They hold that 
to hasten transition from production teams to production brigades is favor- 
able to modernization of agriculture, the reason being that with production 
teams makine the transition to production brigades the financial resources 
of the brigades will become much stronger and the brigades will have the 
means to buy modernized apricultural machinery. It is quite clear that 
agriculture as the foundation of the national economy is still the weak 

link in the chain of the national economy. If agriculture shows no 
development, it will be impossible for the national economy as a whole to 
develop rapidly and impossible to translate the four modernizations irto 
reality. However, mechanization of ezriculture must be suited to local 
circumstances. It is imperative tc take into account different conditions 
in various localities and to make a plan as to what is to be mechanized 
first and what is to be »sechanized next. Not everything is to be mechanized 
at once. Mechanization of agriculture may be carried out in multiple ways. 
Tie machinery for agricultural machinery stations may be bought by communes 
and brigades themselves with their money. The machinery for other 
agricultural machinery stations may be obtained under the arrangement of 
“civilian purchase and public subsidy" whereby the state banks provide 

part of the ioans at a low rate of interest. Seme agricultural machinery 
stations may be operated by the state and built into state-owned tractor 
stations to work for production teams at certain charges. Circumstances 
beine what they are, to make the transition of basic accounting units from 
prcejuct.on teams to production brigades on the ground of purchase of 
agricettural machinery is, theoretically, untenable and, in practice, not 
entire:y feasible. Can it be said chat “transition despite poverty" is the 
only way to solve the problem of modernizing agriculture? Car it Se said 
that “transition despit« poverty” can increase brigades’ financial strength 
at one stroke? According to objective facts, there are many production 
brigades chat have builc tractor stacions, while only a few brigades that 
are able te nanage their tractor stations wel. and play their role in 
agricultural production, If agricultural machinery is not well managed, 

if scieuttific farming is not made a success, if the management «f collective 
a,ricu..ure and business accountire are not done well, and if uader such 
circumstances transition from production teams to production brigades is 
hurr‘’odly made, what is brought about «ill not be high-rate production 

tha* marks modernization of anrtculture but chuotic management, increased 
waste, increased cost aed even failure to incresse income aiong with 
increyse of tnvestrents, “ractice proves that, provided the party's economic 
policies coward coliective agricu. ure are implemented, provided the meaage- 
mnt and bustcess accounting of production teams as the basic accounting 
units are properly handled, and provided scieatific farming is carried out 
in a manner suited to local circumstances, production in collective agricul- 
ture wi.] develop quickly and accumulation of funds in collective agricul- 
ture will increase along with an increase of agricultural production. If 




















so, is not the problem of funds necessary for the modernization of agricul- 
ture solved in the main? Why should we, when conditions are not ripe, 

make “transition despite poverty” which damages agricultural productive 
forces? 


Look back on the history of our socialist collective agriculture: Chen Boda 
stirred up a “communist wind of even distribution and free transfer” during 
the big leap forward. After 1979 Lin Biao and the “gang of four” stirred 
up the “wind of shock merging of teams” in a number of localities. After 
Lin Biao was killed in an explosion, the “eang of four’ and their 

followers continued to promote “transition despite poverty” in many 
localities. In the years after the “gang of four” was struck down and 
until the 3d plenum of the llth party congress, “transition despite poverty" 
was still a forbidden area that admits of no discussion in many localities. 
Practice is the only criterion for testing the truth. Practice has put 

to us a number of questions, to which one cannot but give deep thought: 

Why have agriculture, stockbreeding, sideline occupations and fisheries 
developed over the years in many areas been seriously disrupted? Why have 
the fixed assets accumulated by the collective suffered heavy losses? Why 
are the operation and management of brigades and production teams good 

at one time and bad at the other and ordinarily in a chaotic state? How ts 
it that agricultural production cannot be really increased? Why is the 
work enthusiasm of some commune members not becoming increasingly greater 
but increasingly less? Why are cadres of some production teams and even 
some brigades often shocked into inaction amidst constant changes? Is this 
not caused by the fact +h sinder the disruptive influence of Lin Biao, 
Chen Boda and the “gang oft ‘our,” “merging of teams,” “shock transition" 
and “transition despite pc>srt:" have been endlessly stirred up without 
regard to the level of deveisnpmert of agricultural productive forces, 
without regard to the gap and contradictions between rich teams and poor 
teams and without regard to commune members’ state of mind? 


Since the fundamenta) system of three-level ownership with production teams 
as the foundation is in line with the level of development of agricultural 
productive forces at the present stage and with the political-ideological 
level of commune members at present, we have the duty to criticize 


“transition despite peverty” which ostensibly raises the level of communal 
ownership in collective agricultural but in fact destrovs agricultural 
productive forces and undermines ob‘ective economic law, At the present 


Stage, we have the duty to upheld production team accounting, let it have 
a certain time of stability and consolidation, and let it fully display the 
superiority of socialist agriculture. 


The communique of the 34 plenum of the !|lth party congrees explicitly stipu- 
lates: "The people’s communes should resolutely uphoid the system of 
three-level] ownership with teame as the foundation and keep it steady and 
unchanged.” This is an extremely wise decision. This decision is en- 
thusiastically supported by hundreds of millions of peasants throughout 

the country. We must resolutely carry it through. Only Sv so doing can a 
high-rate growth of our national economy and our cialist modernization 


construction be emoocthlwvw realized. 
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ECONIMIC PLANNING 


YUNNAN HOLDS TELEPHONE CONFERENCE ON INDUSTRIAL SAFETY MEASURES 
Kunming Yunnan Provincial Service in Mandarin 2315 GMT 27 Jun BK 


[Summary] The Yunnan Provincial Revolutionary Committee held a 27 June 
telephone conference to mobilize the whole province to carry out inspection 
of safety measures in industry and other trades. (Li Tengzhen), vice 
chairman of the provincial revolutionary committee, attended and spoke. 


The conference pointed out: “Our party and state have shown great concern 
for the safety and health of staff and workers.” The conference pointed 

out: “With improving product quality, reducing consumption and increasing 
product variety and profit as the central tasks, the movement to increase 
production and practice economy is being vigorously conducted throughout 

the whole province. The situation is becoming better and better, However, 
amid this excellent situation, a problem worthy of attention in the present 
movement to increase production and practice economy is production safety. 

To protect the safety and health of staff and workers, we must insure 
product'on safety. This is necessary for achieving the four modernizations." 


In light of problems in the province's safety measures, the conference put 
forward several points in connection with this inspection: 


i. The le seding cadres of all prefectures, departments, tactories, mines 
and enterprises must personally, seriously and meticulously carry out 
inspection of weak links where accidents are liable to happen. In order 


of importance and urgency, they must solve the probleme revealed after 
inspection. 


2. It is essenctal to preperly handle the accidents one by one which 


haspened ia the past, 


». Im accordance with the  rovisions of the relevant documents of the 
province ‘al CCP committee, all prefc.tures and departments must quickly 
set up safety organs in all enterprises on a sound basis. They must 
assign cadres for these organs. 


Through this inspection, all enterprises and production units tust 
setablish regulations and systems with the post responsibility system as 
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the focal point and put them on a sound basis. They must regularly conduct 
education in safety for the staff and workers. They must persistently 
carry out “safety day activities” every week. 


5. Dusty units must do a good job of guarding against dust. 

















ECONOMIC PLANNING 





BRIEFS 


AGRICULTURE APPROPRIATIONS--Peking June 25 KYODO--A record 24 billion yuan 
(dollar 15.3 billion) will be appropriated for agriculture in the 

112 billion yuan national budget for fiscal] 1979, Chinese Finance Minister 
Zhang Jingfu reported Sunday. One yuan is worth about yen 140. Some 

17 billion yuan of the fund will go to promote agriculture and another 

7 billion yuan to boosting prices of farm products purchased by the state, 
Zhang said in a public announcement. He said the overall allocation for 
construction projects, including 4 billion yuan loans, will total 

40 billion yuan, the same level as last year. The state budget for techni- 
cal innovations and transformations in enterprises is 2.9 billion yuan 

and the funds appropriated for making new products on a trial basis, 

2.7 billion yuan, according to the finance minister. He said 5.87 billion 
vuan, up 10 percent over the previous year, will go into scientific 
research and running and construction research institutions. This is part 
of the 12,08 billion yuan fund for culture, education, health and science, 
Zhang added, The national budget was submitted last week to the current 
session of the National People's Congress. [Text] [Tokyo KYODO in English 
no time given 25 Jun 79 OW] 


CSO: 402. 
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FUELS AND POWER 


"LIAONING RADIO’ ON NEED TO IMPROVE POWER INDUSTRY 
Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 26 Jun 79 SK 
{Radio commentary: “The Power Industry Must Be Developed at High Speed"] 


[Excerpts] With the development of industrial and agricultural production, 
there is an increasing need for electric power, At present, more electric 
power is earnestly required by industry and agriculture and by the people. 
We should develop the power industry as quickly as possible to cope with 
the development of the national economy. 


For a long time, there has been a serious imbalance between the power 
industry and other sectors of the national economy as a result of inter- 
ference and sabotage by Lin Biao and the “gang of four." It is increasingly 
clear that this imbalance has an adverse effect on rapid development of 
various sectors of our national economy in a well planned and properly 
proportioned way. The power industry has become a strikingly weak link 

in the national economy. 


To change this unfavorable situation as quickly as possible, it is imperative 
to accelerate the construction of large, backbone power stations and to 
concentrate all forces on such projects, We should not only begin the 
projects to be built, but should also pursue them with high speed. We 

should see to it that the projects are completed, put into operation and 

play their due roles as early as possible. 


At the same time, the masses should be mobilized to build electric power 
projects by exploiting available energy resources under specific local 
conditions. For example, where water power is available, small hydro- 
electric power stations should be set up and developed. Party committees 
at all levels should take special measures to encourage and help counties, 
communes and production brigades build electric power projects in a big 
way. 


An effective way to increase the power supply is to fully tap the potential 
of existing equipment, The power industry equipment in our province still 
has great untapped potential, If we reduce the number of routine equipment 
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overhauls by one-third compared to last year by improving the quality of 
overhaul work, an acditional 240 million kilowatt-hours of electricity will 
be generated annually with the existing equipment. Also, if the hours of 
equipment utilization in the four .ew power plants built in recent vears are 
raised to the same level as presently in the other plants, the annual 
electric power output will increase by 3.54 billion kilowatt-hours. 


To solve the present contradiction between pover supply and demand, we 
should not only increase power output but also pay attention to using 

power economically. At present, the rate of power consumed in manufactur- 
ing 65 products has not attained the historically lowest level in our 
province. The electric power thus wasted amounts to 530 million kilowatt- 
hours a year. In view of this, it is imperative to launch a deepgo ag 
campaign to tap potential and economize on electricity and to pay attention 
to using electricity in a planned and economical way. We should see to it 
that more produc's are turned out while minimal amounts cf electric power 
are consumed. 


Power industc«y departments should set a good example in this regard. They 
should not only generate and supply more electricity, but should also use 
as little electricity as possible. They should make -very effort to 
reduce the amount of electricity they use and minimize the loss of electric 
evergy through transmission. 


Liaoning's power industry provides 80 percent of the electric power to the 
northeast power grid. It is vital to the role of the industrial base area 

in northeast China and has a direct bearing on the whole country. We 

should enhance our sense of responsibility and urgency, pay attention to 

the party spirit, take the overall situation into account and take up 

heavy tasks. We should also overcome passive views and fear of difficulties, 
enhance the revolutionary spirit, develop in depth the movement to 

ircrease production and practice economy and make greater and iaster 

strid«s forward in develce>ing our power industry, so as to act as vanguards 
and win merits in the four modernizations., 
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PRC ECONOMIC JOURNAL ON EFFECTIVE USE OF ENERGY RESOURCES 
Beijing JINGJI YANJIU in Chinese No 5, 20 May 79 pp 20-24 hu. 


[Article by Chen Xi [7115 1585], Huang Zhijie [7806 1807 2638] and 
Xu Junzhang [5171 0193 4545]: “Effective Use of Energy Sources is Very 
Important in Developing the National Economy”) 


[Excerpts] Energy resources provide an important material and technical 
foundation for developing production and insuring the people's daily needs. 


Our country abounds in energy resources, but there is currently 4 great 
shortage of energy supplies. Due to a lack of fuel and electricity, pro~- 
duction capacity cannot be brought into full play. 'rban and rural resi- 
dents also suffer in their daily life due to inadequate supplies of fuel 
and electricity. Therefore, a satisfactory solution to the energy problem 
is extremely important in quickly developing the national economy and reali- 
zing the four modernizations. Since the smashing of the “gang of four”, 
thanks to the correct leadership of the party central committee headed by 
comrade Hua Guofeng, the national economy has been revived and developed at 
a relatively quick pace. In 1978, owr coal and charcoal output surpassed 
600 million tons. This, coupled with the production of petroleum and nat- 
ural gas and hydroelectric resources, placed our country third in the world 
after the United States and the Soviet Union in annual energy consumption 
calculated in terme of heat generated. However, such heavy energy consump- 
tion has not met the needs of our industrial production and the people's 
daily needs. We must seriously analyze, study and discover the causes of 
the problem and explore ways to find a rational solution. 


In 1977, Japanese energy consumption stood at 540 million tons in terms of 

1 kg of standard coal producing 7,000 calories per kg, which was less than 
our energy consumption (calculated on the same basis) in 1978. Given such 
energy consumption, Japan produced 102 million tons of steel, 86 million tons 
of iron and and over 400 billion units of electricity and aleo provided oil 
for 26 million cars and fuel and electricity for a population of 110 million. 
Why has Japan which has relatively lower energy consumption than our country 
been able to produce @uch more than us? They have paid great attention to 
effectively using energy resources and incresved their utilization rate. 





Japan currentiy claims the highest utilization rate for energy resources in 
the worid, averaging 57 percent for its various sectors. The average U.S. 
util‘cation rate is 51 percent and that of the FEC is over 40 percent. Util- 
ization rate is less than W percent, much lower than some industrialized 
countries. 


Raising the energy utilization rate plays a tremendous role in developing 

the national economy. Take our consumption of about 600 million tons of coal 
last year as an example. At a utilization rate of 30 percent, only the equi- 
valent of the encrgy of 180 million/? tons of coal is effectively utilized w.tha 
large amount of heat wasted. If we can t certain measures to raise the 
energy utilization rate by 10 percent, or from 30 percent to 40 percent, to 
reach the current average world level, we will have the effective energy 

of 60 million tons of coal. 


The development of the national economy calls for an appropriate proportionate 
increase in energy resources. Given current technical conditions, the ratio 
of ‘ndustrial countries’ national economic development to their required 
energy grovth is around 1 to 0.8. The ratio for developing countries is about 
1 to 1. Given an average annual growth rate of 13.5 percent in our ir lustry 
over the past 20-plus years, the current rate of development of the national 
economy calls for an appropriate annual increased output of 8° miliion tons of 
coal. fnergy needs will increase with a relatively quicker rate of cevelop- 
ment. ‘t is very clear that if we do not start by raising the energy utili- 
zation rate and rely solely on increasing energy production to satisfy the 
needs for the tapid development of the national economy, we can hardly succeed. 


The ab‘tlicy of the industrialized countries to achieve a relative.y high energy 
utilization rate is inseparable from their attention to conservation and the 
rational utilization of energy resources. For instance, though credited with 
the highest energy utilization rate in the world, Japan has still not relaxed 
her efforts to conserve and use energy resources rationally. 


There are many factors responsible for our low energy utilization rate. The 
three main mes are: 1) irrational utilization of energy resources and inat- 
tention te re uits, 2) antiquated equipment and relatively backward techno- 
logical processes causing large energy consumption in per-unit production; 

3) management problems causing energy waste. If we car improve oa or over- 
haul outdated equipment that requires fuel or energy, strengthen sciencific 
and technical studies to make effective and rational use of energy resources, 
put ff: rward trie! and true measures and means to improve eaergy utilization, 
and strengtven scienti.ic .ontrel over the enter; rises’ energy utilization 
efforts, we can reise the energy vtilization rate in a big way. The following 
are our views on the problem: that exist in several areas. 


An itaportant factor accounting for the low energy utilization rate at present 
is that energy is often used once in the production process, only to go to 
waste. Generally speaking, the more times energy is used the higher the util-~- 
ization rate. 








* 
In industrial production, smoke emission from various kilns, heaters and so 
forth carry with them high-temperature heat, such heat can be used to pro- 
duce steam in attached boilers to meet electricity-generating or heating needs. 
Thus, energy is used three or even four times. Not oly is the energy utili- 
zation rate raised but a great savings on fuel consumption and a drop in 
production costs result. For instance, imported equipment for producing 
chemical fertilizers allows energy to be used as many as four times. Energy 


consumption is 50 percent less in owr redium-sized chemical fertilizer fact- 
ories and one-third less in our small-sized chemical] fertilizer factories. 


Certain factories discharge large amounts of gas or water in the production 
process. This energy source can be channeled into generating electricity te 
save on energy consumption. 


Using gas to meet urban residential needs allows a higher energy utilization 
rate. This is also required in building modern cities. it is not possible 
to imagine a modern city without gas, electric lights, or running water. 


Small coal- or charcoal-burning stoves for cooking uses very little energy-- 
only 15 to 18 percent. Thus a city with a population of | million needs 
400,000 tons of standard coal or 500,900 tons of raw coal a year to meet 
household needs (not including heating) and commercial requirements. If coal 
is turned into gas to meet househoid needs, the energy utilization rate for 
gas burners can reach 55 to 60 percent, which is almost 100 percent higher 
than that for coal burners. This process requires on!)y 250,000 tons of coal. 
If liquefied petroleum gas is used, the energy utilization rate can be raised 
three times, requiring only 70,000 tons of coal. 


Therefore, to rationally use energy resources and raise the energy utilization 
rate, it is necessary to use gas to meet urban household needs. 


If cities with a population of over 1 million, cities which have priority in 
environmental protection and cities that have the necessary conditions for 
developing gas use gas, the population using gas can reach 40 million. In 
household fuel consumption for cooking alone, an annual saving of over 8 
million tons of coal and charcoal can be obtained. 


An important aspect of agricultural modernization is reforming the fuel con- 
sumption patterns of rural residents. How the countryside uses firewood, 
weeds and the like for cooking. Stalks and stems are not plowed under for 
manure. There has long been a clash between fuel, fodder and manure require- 
ments. This has an adverse effect om agricultural development. If we rely 
on the state to supply the countryside with coal, an annual consumption of 
300 million tons is required. We can hardly provide this. Plants, stalks, 
and human waste are sources of energy. These resources have yet not been 
fully and rationally used. With stalks and firewood used as fuel, the 
energy utilization rate is only arourd 10 percent. Making methane out of 
decomposed stalks, weeds, nightsoil and livestock excreta is a good way to 
make comprehensive use of plants and living organisms as sources of energy, 
raise the energy utilization rate, save fuel consumption, solve the energy 
problem for the countryside, and add to fodder ond manure supplies. 





At present, an 8 to 10 cubic meter methane-generating pit that is now being 
used in the countrysiJe can satisfy the fuel needs of a 5 member family for 
cooking three meals a day and preparing cooked fodder for a number of pigs. 
Depending on the different temperatures in different areas, a nethane- 
generating pit in south China can be used 8 to 10 months a year, and, in 
north China, around 6 months. Given an average period of 7 or 8 months, and 
the berning of 20 to 25 catties of stalks daily, each household needs a total 
of around 5,000 catties of stalks. For fermentation, each methane-generat ing 
pit requires 800 to 1,000 catties of stalks. Tre residue after fermentation 
can also be plowed under as manure. Thus, each household can save 4,000 
catties of stalks a year, which can be used as fodder, maaure or paper- 
makin, material. If 70 to 80 million peasant households throughout the coun- 
try use methane gas, we would save the equivalent of 70 to 80 million tons 

of coal and charcoal. If production teams combine the collective raising of 
pigs with the building of large-sized methane pits and use methane to oper- 
ate machines or generate electricity, we can also save diesel oii to partially 
solve the problem of energy for production. Therefore, the introduction of 
methane is a great stimulus to agricultural modernization. 


Due to technical backwerdness, certain machines and equipment have a very ow 
rate of energy utilization. For instances, our country still uses large 
nu.wer of steam engines. The energy utilization rate is only 8 to 10 perce . 
For internal combustion engines, the energy utilization rate can reach 25 to 
30 percent. Therefore, indus cialized countries have used internal combustion 
engines and also electricity for railway traction. Our country is nw making 
efforts toward this end. 


The use of high-efficiency equipment is an important measure in raising the 
energ, util zation rate. Our country stil! uses many low-eff.-:iency “coal 
tiger” boilers with an energy utilization .ate of only 40 to 50 percent. 
Industrialized countri +s all use boilers with an energy utilization rate of 
70 to 80 percent. Therefore, we should consider transforming or improving 
our boflers. 


The electr.. power industry consumes large amounts of energy. Due to the 
extens ve use of electricity, its growth rate must be quicker than other 
sectors even if the de-eiopment of the national economy is maintained at 
its norma! pace. Generally speaking, electricity o.tput must double about 
every '0 years. In light of the characteristics of our energy resources, 
we must develop th» electric power industry by exploring and using ou vast 
source*® of water to reduce fuel consumption for electr’c power generation. 
We muet als study and adort new thermal power generation techniques. 


ir many cases we are ising technological processes and equipment in our indus- 
trial production tuat ire at the level of the 1950's. Since we have not made 

great inprovemerts, there is a tremendous waste of energy. In the production 
process, a number of raw materials must be heatcd mary times. This requires 

i large amount of energy consumption in per-wnit production. If certain pro- 

duction piocesses can be combined and repeated heating operations reduced, 











then we can save large amounts of fuel and raise the energy utilization rate 
considerably. In foreign countries, the consumpcion of energy to make 1 

ton of steel is generally less then | ton of standard coal. Japan uses an aver- 
age of only 800-plus ke of coal. Steel-making enterprises abroad still see 
great potential in reducing energy consumption. Our energy consumption for 

1 ton of steel is, on the average, two or three times as much as the advanced 
countries. It can be seen that there is great potential in our efforts to 
save energy. 


Of course, raising the energy utilization rate ar‘ saving energy require 
financial investments, equipment and materials. However, more important, 
we must strengthen scientific control over the use of energy resources and 
make scientific studies about their effective and rational use. 


Proper or improper scientific control over the use of energy resources has 
a great bearing on conserving or wasting energy. “ecause our country has 
no unified scientific control system for the use of energy resources and 
certain departments also do not pay attention t« economic results in using 
energy resources, the energy utilization rate is low, waste is substantial 
and energy consumption per-unit is high. 


The study of energy is a very comprehensive science. it involves various 
sectors of the national economy and is closely related to many scientific 
areas. The study of energy involves energy policy and the rational utiliza- 
tion of energy resources by various departments. Utilization itself involves 
both technical and economic problems. The problem oi utilization also gives 
rise to the problem of theory. Therefore, the study of energy is not a 
science for just one department or several spectalized departments. We gust 
have unified leadership from relevant organizations and arouse the forces in 
various businesses and trades to do research in this area. 


Those production departments handling coal! and charcoal, peticieum, natural 
gas and electricity must stress the study of techniques in tapping svuurces 

of energy. Meanwhile, they must study how to raise labor productivity, save 
investment money, lower costs, and other technical and economic problems. 

All departments using energy resources must also stress studying ways to ia- 
prove the output and quality of their own products, use new technological pro- 
cesses in production, reduce energy consumption, lower production costs, and 
other problems. 


However, the rational and effective utilization of energy is not confined to 


a single given production department. Take the utilization of Liquefied 
petroleum gas as an example. The petroleum department considers that 1 ton 
of liquefied petroleum gas is the equivalent of 2 tons of coal while boiler 
efficiency can improve around 50 percent and the avallability of liquefied 
petroleum gas eliminates the need for al transportation. The chemistry 


department believes that liquefied petrolcus gas can be better used as a 
chemical raw material, since this is convenient. The machine building de- 
partment thinks that it makes more sense to apply liquefied petroleum gas to 








me’ lcutting as a substitute for calcium carbide. The public utility depart- 
ment velieves that using liquefied petroleum gas to meet household needs is 

a more rational arrangement, since 1 ton of such gas is the equivalent of 7 

or 8 toms ci coal. Given a lack of other sources of gas, the use of liquefied 
petroleum gas not only alicowe the greatest saving in investment funds but also 
helps make gas available t« the whole city at an accelerated place. What is 
after all the most rational arrangement to get the maximum economic results 
out of using liquefied petrsieum gas? This is a problem that calls for a 
comprehensive study. 


We have analyzed the economic results of using 1 million tons of liquefied 
petroleum gas for fuel. Such a quantity of liquefied petroleum gas is enough 
to meet the aeeds of 5 million households or 20 million peopie and is the 
equivalent of 7.3 million tons of coal. If channeled into generating electri- 
city, this amount «i coal equals over 4 million tens of crude and heavy oil 
which is now required. If over 1 million tons of heavy oil is redirected 

to the oil refinery as boiler fuel in place of liquefied petroleum gas, this 
means «= saving of 3 million tons of crude oil for the state. This quantity 
of cruce oil can bring an annual income of U.S. $300 million in foreign ex- 
change if it is exported. Three million tons of crude oil are the result of 
the rational utilization of energy resources by various departments. 


In the actual business of production, many problems concerning the rational 
utilization of energy resources must be studied. This requires coordinated 
efforts from the scientific research departments and various production de- 
partments, so that scientific research work on energy resources can be started 
in a down-to-earth manner to contribute toward the early realization of the 
four modernizations. 
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FUELS AND POWER 


BRIEFS 


ANHUI ELECTRIC POWER--Due to the situation in which reservoirs are seriously 
short of water and almost all hydropower stations have stopped generating 
electricity, the masses of staff and workers on the Anhui electric power 
front have basically insured safety in generating more electricity 
economically. By 18 June, the provincial electric power front had ful- 
filled the half yearly plan for generating electricity 12 days ahead of 
schedule. Its generated energy increased by 19.3 percent as compared with 
the same period last year and reached this province's highest previous 
level. From January to May, the total industrial and agricultural elec- 
tricity consumption increased by 14.37 percent as compared with the same 
period last year. The total agricultural electricity consumption increased 
by 47.74 percent. The electricity consumption of light and textile 
industries from January to May increased by 8.5 percent as compared with 
the corresponding period of the preceding year. The provincial electric 
power front has successfully carried out the movement to increase output 
and practice economy. [Hefei Anhui Provincial Service in Mandarin 

1100 GMT 24 Jun 79 HK] 


MINIHYDROELECTRIC STATIONS--Over the past few vears, Yuanling County has 
buile 127 minihydroelectric power stations with installed capacity of 
500 kw. With the development of these minihydroelectric power stations, 
some rural areas in the remote mountainous areas have electricity supply. 
{Changsha Hunan Provincial Service in Mandarin 2315 GMT 15 Jun 79 HK) 


GUANGZHOU BUREAU PRACTICES ECONOMY--On the basis of saving over 20,500 tons 
of diesel oil in 1978, the Guangzhou Municipal Marine Transport Bureau 

has saved 10,254 tons of diesel oil valued at 1.74 million yuan from January 
to May this year. [Guangzhou Guangdong Provincial Service in Mandarin 

2330 GMT 22 Jun 79 HK] 


NEW COALPIT--The (Hongqi) coal mine in Haibei Autonomous Prefecture, 
Qinghai, has built a new coalpit with annual coal output expected to 
reach 150,009 tons, The coalpit was put into production on 10 June, 
{Xining Qinghai Provincial Service in Mandarin 1100 GMT 17 Jun 79 OW] 











HUSEI POWER STATIONS--Wuhan, 19 Jun--As of the end of 1978, Xianning 
Prefecture in Hubei Province had completed 381 small-sized hydroelectric 
power stations with a total generating capacity of 43,99) kilowatts and 
the actual power output reaching over 230 million kilowatt-hours. Since 
last winter, this prefecture has started building 116 small-sized power 
stations with a total generating capacity of 27,400 kilewatts and it is 
estimated that these power stations will be able to generate 15,000 


kilowatts this year. [Beijing XINHUA Domestic Service in Chinese 0107 GMT 
19 Jun 79 OW] 


SICHUAN ENERGY UTILIZATION--Chengdu, 20 Jun--Chongqing Iron and Steel 
Company, Sichuan, has used residue heat from production and coal gas from 
its blast furnaces to generate electricity, thus solving its energy 
shortage problem. During the first quarter of this year, the company's 
own electric power plant supplied about 12 percent of electricity used 

by the company. By installing steam cooling devices on its six open 
furnaces and six rolled steel heating furnaces, the company can obtain 

85 tons of steam per hour. Besides being used for production and other 
purposes, the steam thus obtained is also used to burn a small steam 
turbine generator. The coal gas produced by the blast furnaces in the 
company’s iron smelting plant is used to power two 1,500-watt generators. 
At present, the Chongqing Iron and Steel Company has installed five 


7,500-watt generators. [Beijing XINHUA Domestic Service in Chinese 
0320 GMT 20 Jun 79 OW] 
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LIGHT INDUSTRY 


MILITARY PLANTS URGED TO PRODUCE CONSUMER GOODS 
Beijing GUANGMING RIBAO in Chinese 27 Jan 79 p 4 


{Article by Wang Dingming 3769 1353 2494/ and Duan Jialu (3008 1367 4389/: 
"Military Plants May Also Produce Consumer Goods"/ 


[Text/ Prior to the Cultural Revolution, the 7322 Plant of a People's 
Liberation Army Unit in Chengdu had concentrated on manufacturing military 
goods while at the same time making consumer goods. But during the Cultural 
Revolution, due to the damage done by Lin Biao and the "gang of four,” the 
production of consumer goods was reviled as “improper business," and the 
“management of enterprises on the revisionist line” was implemented. At the 
end of 1972, the plant's party committee, pointing to the erroneous thinking 
that the production of consumer products was “improper business", organized 
the workers throughout the plant and, getting in touch with the actual situ- 
ation at this plant, proceeded with discussions. 


For many years the military goods production mission at this plant was 
unevenly divided between being busy and being idle. If the production capa- 
bility of this plant was not fully utilized, the annual total planned workhours 
was 10 percent of total time. This represented approximately 12 percent of 
the worth of the total annual value of production. The result was much waste. 
A higher rate of interest should have been delivered to the nation but repeat- 
edly it was not. The plant's party committee set forth on a practical basis 
to go forward in recognizing that, on the assumption that a military plant 
would guarantee fulfillment of the military production mission, to increase 
production of consumer goods would contribute considerably to socialist 
construction. This is a responsibility that the vast workers in military 
plant enterprises should fulfill, and is a concrete manifestation of 
determined implementation of Chairman Mao's revolutionary line. 


Once this was clearly recognized, they took the initiative in going to the . 
problem, and adopted the method either of holding personal negotiations with 
consigning organizations or of the drawing of formal contracts, and assumed 

part of the consumer goods production mission of several local state-operated 
enterprises. Goods of the nation's key development and agricultural organizations 
should have priority in being set in order; the quality of consumer goods 











should be viewed in the same light as that of military goods. By acting 

in this way mot only will the hidden resources of production be dug out but 
the difficulties of the consigning organizations wil! be resolved as vell!. 
Not only will the level of technological expertise of the workers be raised, 
but the labor-production ratio will likewise be increased, cumulatively. The 
value of finished consumer goods in 1975 constituted 20 percent of total 
factory-made goods for the entire year. In 1976, the year during which the 
"sang of four” raged, the value of finished consumer goods dropped and the 
value of finished consumer goods only constituted 5 percent of the total 
value of goods. After the “gang of four” was smashed, consumer goods production 
again grew at a high rate. in the pasi 6 years the total value of consumer 
goods has approached the total annual production value of that plant. 


After they studied the guidance in the policy statement, "Synthesis of the 
Military and the People,” which the Party Central Committee headed by Chairman 
Hua Guofeng will carry out in connection with military plant enterprises, 
their knowledge was progressively increased and they resolved to make an 

even greater cuntribution toward the realization of the four modernizations. 


9420 
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LICHT INDUSTRY 


*"RENMIN RIBAO' COMMENTATOR STRESSES RADIO, TELEVISION PRODUCTS 
Beijing RENMIN RIBAO in Chinese 8 Jun 79 p 2 HK 


{[Commentator's article: "Work Hard To Bring About an Upswing in Radio and 
Television Products" ] 


[Text] The production standard of the radio and television industries not 
only has a bearing on the material and cultural life of the masses, but also 
on the modernization of departments affecting the national economy such as 
education, medical and health work, n cional defense, industry, communications 
and transportation and others. Rapidly developing the radio and television 
industries and striving to increase more and better production carry impor- 
tant significance in satisfying the urgent needs of the people and accumula- 
ting capital and increasing exports for the state. 


The production of our state's radio and television industries has taken a new 
step forward and scored pleasing achievements in recent years. Since the 
“gang of four" was smashed, there have been relatively great increases in the 
annual production of television sets. Last year was the best year for acconm- 
plishing production tasks. State plans were overfulfilled by producing 40,000 
television sets more than called for; the total output increased by 90 percent 
compared to 1977. Planned tasks for the production of industrial television, 
military television, broadcast transmitting equipment, television center 
equipment, relay vehicles and so on were also better accomplished. In the 
wake of the general carrying ot of mass activities to improve product qua- 
lity, the quality of radio and television products has also improved markedly. 
New developments have also been made in science and research and in trial- 
production. However, chaotic management, low efficiency and losses in the 
television industry still seriously exist. The backwardness of the radio and 
television industries has not been fundamentally changed. Only by rousing 
ourselves to catch up and by seriously working hard to bring about an upswing 
in radio and television products on the existing foundation can we meet the 
needs of the development of the situation. 


If we want to bring about an upswing in radio and television products, the 
most important thing to do is establish the commodity concept and set our 
eyes om meeting the needs of markets and consumers. Some people say: Radio 








and television products are “propaganda products" and “luxury products” and 
“as long as they work, they will do.” fherefore, people do not pay attention 
to the tone quality or styling, nor do they stress styles, varieties or pro- 
duct quality; they do not consider production count nor pursue economic 
accounting. Instead, they only ask the state for “subsidies,” report to the 
state their “policy losses” and so on. Although radio and television are 
important means of propaganda and education, they are commodities at the same 
time. Product quality vill affect the results of propaganda. If consumers do 
not need them or do not want them, large overstocks, losses and wastes will 
result. We can get both positive and negative experiences from the Shijia- 
zhuang No 2 radio plant which produces transi:tor radios. This plant had 
always one-sidedly pursued the value of output during the past few years and 
fixed its annual production plans according to increases in output value. 
This resulted in large overstocks. On one occasion 540,000 transistors were 
reportea as worthless which caused a loss of some 700,000 yuan. Since 1977, 
this plant has thrice conducted great quality rectifications, thus ‘firmly 
establishing the idea of rousing oneself to serve consumers and building up a 
good product reputation. Amid the general decline in order for transistors, 
the plant has increased production by 26 percent this year compared to iast 
year's same period. This example shows that only by establishing and streng- 
thening the commodity concept and considering the demands of markets and con- 
sumers can we enthusiastically adopt advanced technology and handicraft, 
energetically improve quality, lower production cost and provide consumers 
with more varieties of models of inexpensive, good and durable radio and 
television products. 


The radio and television industries have the best conditions and the most ur- 
gent need to organize specialized cooperation in accordance with reasonable 
econonic |aws. Due to our country's low economic and technological standards, 
the backwardness of the management system and the influence of the habits of 
small production over hundreds of years, the current »rominent problem arising 
on the radio and television industrial front is: Factories are scattered over 
a wide area, production is often duplicated, unified plans are lacking and 
produc.ion in most factories is small. These small production methods have 
seriously .ffected the rapid development of radio and television industrial 
produc'ion. In a sense, this is the main obstacle fettering the productivity 
of the radio and television industries. We must fundamentally change this 
situation do well in carrying c.t specialized cooperation so that we can 
modernize the radio and television industries and manage to produce great 
amounts o. highly efficient and stable quality products with low production 
costs and good economic results. 


The ci dio and television industry is a processing industrial department. Very 
fine, thin, homogenous and pure raw materials and chemical reagents are needed. 
Although the quantity is small, a great variety is needed. The industry also 
requires the basic industrial departments such as the metallurgical, chemical, 
light ‘ndustrial and building material industrial departments to promptly 
provide it with up-to-stendard raw materials. loreover, it requires effec- 
tive cooperation from foreign trade and commercial departments. If chese 








departments provide low quality raw materials and at high prices, the quality 
and production costs of radio and television products will certainly be 
affected. Therefore, improving the quality of radio and television products 
is not only a matter concerning the radio and television industrial front, 

but also a heavy responsibility which falls on the other industrial and com- 
mercial departments concerned. All the industrial departments must strengthen 
the concept of the overall situation and work in full cooperation and unity of 
purpose to jointly improve the quality of television products. 


The radio and television industry is an industrial department of comprehensive 
technology which extensively applies the fundamental theories of mathematics, 
physics and chemistry and many branches of learning such as sound, light, 
electric power and magnetism. Science, research and trial-production have 
become ever more closely linked with production. Therefore, to bring about 

an upswing in quality, we must step up the work of science and research and 
guarantee to give priority to science and research. We must have plenty of 
our own specialists, engineers, technicians, and workers and management per- 
sonnel who have relatively higher technical and cultural standards. However, 
the current standards of knowledge or technology, management experiences and 
so on of many of our cadres hardly suit our present needs. The cadres at all 
levels must make arduous efforts to seriously study economic theories, science, 
technology and scientific management and master modern science and technology 
methods of scientific management while striving to study Marxism-Leninism-Mao 
Zedong Thought. Workers should also strive to study science and culture and 
master advanced technology. As long as we do so, we will certainly be able 

to speed up the pace of modernization of the radio and television industries. 








LIGHT LNDUSTRY 


"LIAONING RIBAO’ DISCUSSES DEVELOPING LIGHT INDUSTRY 
Shenyang Liaoning Provincial Service in Mandarin 2300 GMT 24 Jun 79 SK 


[Report on LIAONING RIBAO editorial: “Quickly Push the Light and Textile 
Industries Forward"--date not given] : 


[Excerpts] The editorial states: Light and textile industries affect the 
whole situation of the national economy and social stability. It is 
totally impossible apart from the light and textile industries to supply 
the people with clothing, food, shelter, commodities and means of travel, 
accumulate funds for the state, expand exports, earn foreign exchange, 
provide more job opportunities and accelerate the development of agricul- 
ture and heavy industry. 


With the tremendous foundations of heavy industry and the abundant natural 
resources which Liaoning Province has, it is natural for the province to 
develop the -ight and textile industries to a better, greater and quicker 
extent. However, due to the long-time interference and sabotage of the 
ultraleft line pushed by Lin Biao and the “gang of four,” we have committed 
some wistakes and shortcomings in our work, which has hindered the quick 
development of light industry. 


Here, we should particularly point out that some leading comrades still 
today miscakenly feel that failure in developing the light and textile 
industries is pardonavle because Liaoning Province is characterized by 
heavy industry, which is pushed forward. 


The editorial points out: If we make a comparison of investment and 
accumulation between heavy industry and light industry, it is not hard 
to see the impact of light and textile industrial development on the 
deve Lopment of the national economy as a whole. Figures reveal that 
one yuan investe] in the tight and textile industries can produce 

0.52 yuan in profits and revenue per vear. Earnings in ? vears can surpass 
the co: t of the original investment. But one yuan invest: d in the iron 
md steel industry can only produce 0.01 yuan per year: earnings in 

lo years can cover the cost of the original investment. Obviously, if 
light and textile industries do not accumulate funds for it as fast as 
possible, heavy industry cannot be developed. 


Te 








The editorial emphatically points out: CCP and revolutionary committees 
at all lewels should closely follow up the important policy decisions made 
by the party Central Committee and truly put the light and textile 
industries on their agenda. 


In conclusion, the editorial states: The broad masses of staff members and 
workers on the light and textile industrial front should justify the ardent 
hopes of the party, the state and the people throughout the province. 
Efforts should be made to quickly take up what is urgently needed by the 
state and satisfy the needs of the people. It is necessary to go all 

out, make sustained and redoubled efforts, produce more and better quality 
products at reasonable prices, provide agreeable sales condition and make 
new contributions to accelerating the development of the light and 

textile industries in our province. 





CAPITAL CONSTRUCTION 


BRIEFS 


GUANGDONG BUILDING CONSTRUCTION--Guangzhou, 12 June--Guangdong Province is 
adding 100,000 square meters of floor space to seven colleges and univer- 
sities for dormitories and canteens. The Capital Construction Commission 
and the Department of Cultural and Educational Affairs of the province 

have nade adjustments to ensure needed material and equipment after on-the- 
spot investigations at the South China Engineering Institute, Zhongshan 
Medical College, Guangzhou Institute of Foreign Languages, Zhongshan 
University and others. The commission also decided to make bimonthly check- 
ups to ensure completion of the projects by the end of August, in time for 
the new school term. [Text] [Beijing XINHUA in English 0210 GMT 12 Jun 79 
Ow} 


CHANGSHA HOUSING--Workers in Changsha have speeded up construction ot 
400,000 square meters of residential buildings this year. Construction 
of the entire project began in June, The project will be the largest 
residential housing in Changsha since liberation. [Changsha Hunan 
Provincial Service in Mandarin 2315 GMT 7 Jun 79 HK] 
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DOMESTIC TRADE 


STRICT CONTRACT SYSTEM NEEDED FOR DEVELOPING ECONOMY 
Beijing GUANGMING RIBAO in Chinese 13 Jan 79 p 4 


/article by Wu_Qinying /2976 0530 $391/: “Economic Contracts Must have 
Binding Power"/ 


[Text/ The contract is the basis of socialist economic planning. If the 
people's economy is to be developed proportionately in a planned way, the 
entire people's economy cannot be integrated uniformly solely through plans 
and instructions from the state. Fulfillment of the state plans, particularly 
the production of each enterprise, is dependent upon signed economic contracts 
and organized implementation in conformance with the contracts. It is exactly 
through millions of contracts that our socialist economy emerges in concrete 
form and an overall balance is struck enabling the socialist production process 
to become an organic whole. A strict contract system is an objective require- 
ment of socialist economic law and is an economic method of guaranteeing 
production based on the needs of the state and of the people. The contract 

is the knot which holds together the socialized great production cooperative 
movement. At present, to speed up the development of the people's economy 

and raise our management standards, the nation's industry is being reorganized 
on the principle of specialization coordination. To be successful at speciali- 
zation coordination and to equitably organize available production capacity, 

it is imperative to strictly apply a contract system to strengthen production 
planning and organization and thereby establish better contact between producers 
and users. This will have a tremendous acceleration effect upon equitable 
utilization of equipment, full utilization of resources, frugal use of social 
labor, reduction of cost drain and increased production efficiency. To do 
otherwise would result in specialization coordination becoming no more than 

a paper exercise. 


The contract is also the economic agreement for engaging in economic activity 
between enterprises. A finished industrial product frequently requires 
several, even tens of, instances of labor division and coordinatica between 
industry and enterprise to be successfully produced. As one enterprise uses 
products provided by other enterprises, it too provides products to other 
enterprises. it is both a buyer and a supplier. Between enterprises, this 
activity is carried out by means of the contract. Within the contract is 











clearly defined the product's type, specifications, quality, quantity, price, 
date of delivery, method of delivery and method of payment, etc. If any 
party does not fully carry out the provisions of the contract it has an impact 
on the normal activities of a series of economic entities, and an impact on 
ful.illment of the entire people's economic plan. 


In the past several years, due to the ultra-left counte. revolutionary line 
espoused by Lin Biao and the “gang of four", this nation's already established 
economic usefulness and came to exist in name only. Our nation’s economic 
life exists in a state of lawlessness without guiding rules of precedent. 


Purchasing agents rush here and there and speculative elements wheel and deal 
at will causing great calamity to the people's economy. To regain a strict 
contract system, the poison of Lin Biao and the “gang of four" must be 
thoroughly eradicated and the contracts made to have binding power. 


Resolvireg the Problem of the “Ineffectual Contract” 


Originally state economic organs did not have specialized organizational 
machinery to oversee and arbitrate contracts. The State Economic Planning 
Commission promulgated provisos and regulations concerning economic contracts. 
During the tyranny of Lin Biao and the “gang of four", these things were 
looked on as revisionist and done away with. Now, the economic contract has 
fundamentally no legal means of guarantee. What is written down in black and 
white at purchasing sessions is worthless when time comes for implementation. 
The contract becomes at most only a freight voucher or bank statement. At 
times goods ordered under contract are unusable because of low quality, they 
do not meet product specifications, or are improperly packed resulting in 
spoilage or deterioration. Contract violations resulting in shipping accidents 
for which the supplier will not acknowledge responsibility and which the 
transportation authorities ignore, have cost the nation millions, tens of 
millions of irreplaceable yuan. In the wake of putting economic legislation 
on a sound footing, it is time to imbue the contract with binding power. 
Hereafter, in examining whether or nor an enterprise is progressive, it must 
be seen whether contracts have been performed well or poorly. Contract 
completton or incompletton must be linked to the economic interests of the 
teadershiop and workers of an enterprise with provisions for rewards and 
punishmen’ Contract violations should result in fines to be deducted from 
wages. Compensation cannot be entirely the responsibility of the nation; 
individuals must also be required to pay. Let us tenaciously put an end to 
thet spendthrift attitude of total irresponsibility that permits “meat to 

rot in the pot" and “loss to the national purse." If this attitude spreads 
how can our nation quickl realize the four modernizations? 


Opposing the "T rarnicel Contract" 


Goods produced by factories and mines are the wealth of the nation or collective. 
In state enterprises goods do not belong to the enterprise and certainly not 

to those in charge of the goods. Goods should be subordinated to the state's 
uni-ied allocation plan and enter proper channels. In reality, however, 





there still exists the phenomenon whereby be who holds authority over 
allocation of materials wields a great deal of power. In placing orders there 
are those who let others take the initiative in proffering a “research fee" 
{of tobacco or liquor) and determine the speed of celivery by the number 

of compliments received. There are even those who threaten to immediately 
halt allocation if their substandard materials or products are criticized. 

To thea, demanding that goods be returned or compensation paid is nothing 
short of gross insubordination and is cause never to accept another order. 
What has happened to socialist cooperative relationships? At present our 
nation’s supply of materials cannot be immediately produced as determined 

hy consumption to the point where a telephone call will result in having that 
which is required sent to one's door. For the most part production determines 
consumption. Production is set first and orders last. This invariably results 
in not getting what is needed but rather in getting what is not needed. A 
condition does exist wherein certain equipment and raw materials are insufficient. 
This emphatically requires strengthening the management of economic contracts 
and systematic resolution of contradictions between production, supply, 
transport afd consumption. it requires overall planning and arrangement which 
takes into consideration the interests of the majority, timely resolution 

of problems and, in line with developing production, ceaseless adjustment of 
enterprise's cooperative relationships and supply plans to enable coordinated 
development of the entire economy. If we become resigned to the “hoarding 

and speculation™ for personal gain practiced by some groups or individuals, 
the chaos ih the people's economy will worsen. This tyrannical conduct demands 
punishment. 


Rectifying the Theory of “Contracts as Secondary Goals” 


Due to long neglect of contracts, there exists a mistaken belief among a 
considerable number of cadres that total product value is the primary goal 

and contracts the secondary goal. Although according to regulation total 
product value is no longer tc be considered the goal, it still does in fact 
play a large role. If total product value is not attained then awards and 
praise are not forthcoming. Whereas if a contract is not fulfilled it is of 
no importance. This has caused the top management of several industries and 
factories to press for total product value and to fail to produce in an orderly 
fashion in conformance with contracts, regardless of whether or not production 
of a particular product is appropriate. The result, on the one hand, is that 
the product produced is not in line with the needs of a contract and is set 
aside and wasted. The result, on the other henc, is that arrangement has not 
been made for the production of urgently needed products. These industry 
officials and leaders of enterprises fail to consider that the goal of socialist 
economic enterprise is the needs of society. They are fully aware that the 
products they produce pile up in warehouses, yet in order to fulfill their 
targets for total product value, they nonetheless zealously produce things 
unneeded by both the state and the people. Does this situation not call for 
total rectification? 


Most commodity workers and comrades on the industrial front fervently desire 
the ability to use legal measures to adjust ail economic relationships and 
to demand that once contracts are signed they have binding power. Not Long 

















avo the State Council approved the Ministry o° Finance's “Proposal to Establish 
an Enterprise Fund for State Enterprises” in which fulfilled contracts would 

be an important area of consideration. This is entirely necessary. From now 
on we should energetically establish and place on a firm footing the economic 
legal system. In performing contracts each party should take responsibility 

in accordance with contract provisions. The supplier should assume econmic 
responsibility and pay a fixed fine if product specifications, quality, quantity, 
packaging and date of delivery, etc., are not in eccordance with the contract. 
The buyer should likewise assume economic responsibility and pay a fixed fine 
for contract nonperformance, refusal of goods, modification of product or 
packaging specifications or noncompliance in providing prescribed technology, 
materials, goods or monies upon request. Shippers, in accordance with state 
regulations, should compensate the other party for losses due to problems such 
as delays, misshipment, damaged or missing goods, etc. Each economic institu- 
tion should establish an arbitration office to oversee and inspect contract 
performance and mediate contract disputes. Especially needed is econom’~ 
legislation and a powerful institution for economic justice which can quickly, 
justly anc accurately resolve issues arising irom contracts, and guarantee 

the smooth development of the people's economy. 


9420 
CSO: 4006 











DOMESTIC TRADE 


STEEL MILL ORGANIZES PRODUCTION ACCORDING TO CONTRACTS 
Beijing GUANGMING RIBAO in Chinese 13 Jan 79 p 4 


[Article by Wang Guangven /3769 1639 2429/, Pei Shouju /5952 1108 5282/ 
and Qiu Xiaocheng /6726 2556 2052/: "Organize Production According to 
Contracts--An Examination of the Qiqihar Steel Mill"/ 


[Text] Since its construction, the Qiqihar steel mill had always organized 
production according to contracts. Monthly, quarterly and annually it 
completed missions for contracted goods set by the state. But in recent 
years, due to the influence and damage of Lin Biao and the “gang of four”, 

the mill's production and goods supply contracts have met with great hare. 
Subsequent to the establishment of new leadership teams, the workers and 
masses have been motivated, have made contact with reality, fiercely criticized 
the crimes of the “gang of four", and developed major discussions of contract 
implementation. They have recognized that fatling to organize production 
according to contracts will bring destruction of the national economic plan 
and influence production of contrect parties. It would destroy the management 
system, interfere with the normal production of enterprises, influence the 
socialist activism and creativity of the workers and foster an inappropriate 
spirit. Omly by carrying out a system of contracts can each aspect of economic 
and technoiogical standards be wholly met, especially the standards of quality 
and types of goods. Only by accomplishing their missions according to 
contracts will production departments working from raw materials be able to 
insure that each department in the national economy will accomplish its 
production mission according to plan, and thus speed up realization of the 
“four modernmizations.” From a basis of advancing recognition of this, plant 
party committees set forth from che practical situation at this plant, set 
coacrete measures for the realization of contracts, and passed on cooperative 
contracts for signing between plant and workshop, and workshop and workshop, 
and workshop and concerned sections. Thus will each article come to fruition 
as, throughout workshops, work sections and shifts, individual workers and 
facilities installations establish solid contracts and the concept of solid 
contracts and the keeping of mutual trust. 


Their concrete mei*ods are: (1) establish dual-rank contract leadership 
team led by the assivtant plant manager and the director of the workshop as 
team chiefs, who vith their capable management organs can penetrate to the 














first line of production, discovering and resolving problems in rimely 
fashion. (2) Arrange production by adoption of the principle of the “four 
firsts and four laters,” namely, correct deficiencies first and maintain 
sufficieacies later, do military jobs [first and those for civilian consumption 
later, difficult jobs first and simple ones later, externalize first and 
internalize later. Convene specialized meetings where contract signing 
ceremonies are held, and upper and lower workshops, upper and lower work 
Stages, production and materials supply inspectors all sign contracts with 
each other and production is organized on the basis of these mutually signed 
contracts. (3) Stipulate quality as the crux of production management work. 
Concentrate strengths on the problems of quality inherent in the implementation 
of contracts and + incerely carry out cooperation and organized troubleshootinz. 
Plant party committees pointed out clearly that a contract is a do-or-die 
mission to be defended to the death. The problems of the quality and types 

of goods were focussed on and eleven troubleshooting units were formed. Each 
workshop organized a troubleshooting team to take on the production mission, 
carry the contract to the workshop, work shift cnd masses of workers for 
joint troubleshooting. In the process of *roubleshooting activities, the 
production volume and quality of steel and steel material were brought out 
emphatically. The metallurgical section set 26 types of goods, basically 
eliminated three categories of products and moreover consolidated eleven 
types of goods in one product category. (4) Strengthen contract managerent 
and statistical analysis work. Each workershop, work section and shift 
advances in establishing a strong all-inclusive management system with the 
“system of responsibility posts” at its core, in order to achieve the “Three 
Clarifications and Two Haves." (These are: to clarify responsibility for 
implementation of each phase of contract, operations sequence, and problem, 
and to have a plan and operating measures). The plant advanced in strengthen- 
ing specialized mass composite inspection systems with specialized inspection 
being the chlef factor, and in carrying out inspections of quality of goods 

at every step of the operations sequence. (5) Set up a method of checks and 
rewards pertinent to “organizing production according to contracts," describ- 
ine successes and failures and fixing rewards and punishments. They included 
the concracts’ inspections acd standards in the production plan, merged the 
cortract cenpietion reward scheme with the plant's consolidated reward scheme, 
and mad esoctalist labor competition an important item in the success or 
failure of contract imriementation. This point should also be discussed with 
respect te technological developrent and promotions and demotions. Ila August 
ot lost year, the plant routinely promoted a group of workers and technicians. 
For the mouth of September, the plant as a whole selected two sections as 
“trustworthy”, 27 model soldiers were cited for quality, and 148 capable 


workers were cited ‘or guality. The plant also enthusiastically undertook 

gooa., quality tncentives. At the same time, the plant publicized criticism 
of two cualitative mishaps, issuing warnings and meting out punishment for 

those responsible and for concerned leaders. Bonuses for tat month for 


the perpecrators were docked and they were made to undergo «xartnation by a 
workere’ conference which served greatly in the education of the broad 
workers. 














in production, the Qigihar Steel Mill firmly grasped the planning of contracts 
and promoted the rapid development of each item of work. At first they sped 


up the development of plant production and raised the quality of the goods 
produced. Last vear this plant completed the woods delivery according to 
comtract, set by the state, 1/7 days ahead of time, and moreover completed the 


mission of a contract signed for supply of goods for critically needed alloca- 
tion. This was a mission assigned by the state over and above that originally 
planned. Production volume of steel and steel materials increased from the 
previous year by more than 25 percent, surpassing the historical level, while 
rate of acceptance in quality of goods reached above 99 percent, the best in 
tstory. Swhsequently, many attitudes regarding operations arrangements, pre— 
viously confused, were changed, and the technical standards were advanced. 
Industrial arts regulations and every system of rules were thoroughly imple- 
mented. Finally, they improved relations with other parties to contracts, 
eliminating “autocratic” contracts (wherein one plant as the exclusive say-so). 
im setting up contracts for organizing production, the principal responsible 
eerson from this plant led delegations of workers on five occasions since 
August of last year tw visit more than ten important contract signatory plants 
and earnestly listened to opinions. At the same time, they extended invitations 
to representatives of main contract signatory units to come to the plant to 
hold talks to assist the pant in resolution of disputes, find short cuts, 
and nearly half of the representatives brought sample items by the hundreds, 
along with blueprints, and offered more than 150 suggestions and opinions. 
Many of the contract signatories happily say, “in the past, as regards the 
Qiqihar Steel Mill, we could not be trusting nor could we rely on their 
performance. Now, we are trusting, we rely on them ar. wish to stay with them. 
It is a true case where the “gang of four” has been smashed, the style of 
the Qiqihar Steel Mill has been changed, supply and demand has been made 
into one entity, and a major change in the spirit has been effected.” 
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PRC ECONOMIC JOURNAL ON FOREIGN CAPITAL FOR MODERNIZATION 
Beijing JINGJI GUANLI in Chinese No 4, 25 Apr 79 pp 20-23 HK 


[Article by Liu Xiao [0491 2556] and Zheng Youjing [6774 0645 2417]: 
"About Operating Enterprises Jointly With Foreign Capital"] 


[Text | I 


The 3d Plenum of the lith party Central Committee worked out the strategic 
policy to shift the emphasis of the party's work to socialist modernization. 

On the economic front, it is explicitly stipulated that three changes will 

be made, including the active importing advanced foreign technology on the 
basis of independence and self-reliance, utilizing foreign funds to speed 

up construction and exerting efforts to catch up with the advanced world level. 
This great strategic policy reflects the demand of history and the aspirations 
of all the people throughout the country. 


Concerning the importing advanced foreign technology and utilizing foreign 
capital, Lenin and Stalin, in the initial stage of restoring the national 
economy and building socialism in the 1920's and 1930's, carried it out as 

an important policy and achieved success, thus enabling economically backward 
Russia to catch up with the level of developed countries in several areas of 
the national economy within a relatively short period. In post-war Japan, the 
Japancse economy, whica had been destroyed by war, was restored and developed, 
thanks to large-scale imports of advanced foreign technology and foreign cap- 
ital. Post-war Romania and Yugoslovia attached special importance to importing 
advanced toreign technology and utilizing foreign capital, thereby frecing 
themselves from their economical and technical backwardness. The experience 
of these countries may prove that importing ad anced foreign technology and 
vtilizing toreign capital is a shortcut for economically and technically 
backward countries which are poor in material and financial resources to 

catch up with the advanced countries. 


Ir our present condition, carrying out this policy is alse an important 
aspect of implementing the guideline of Comrade Mao Zedong of bringing into 
play all direct and indirect active factors at home and abroad to serve the 
cause of socialist construction. The “gang of four” carried out a po icy of 





exclusion and isolation with the result that the gap between our country and 
the advanced countries in science and technology was greatly widened and the 
grovth of our national economy was seriously handicapped. We should bear this 
lesson in mind forever. 


Advanced foreign technology may be imported a foreign capital may be util- 
ized in many ways, that is, the import of complete sets of equipment, purchase 
of patents, development of compensation trade, and joint investments. Among 
these, we believe that operating joint enterprises with foreign capital is 

a comparatively good method that may be adopted. 


II 


A jointly operated enterprise means two or more countries pool their capital 
as shareholders to build an enterprise. It is also called a "joint stock 
enterprise” an “amalgamated company,” or a “jointly operated company.” Such 
joint investment operations may be carried out both in the field of production 
and in the field of circulation. Its main characteristics are joint invest- 
ment, joint management, joint risk taking, and joint sharing of profits and 
losses. This method of operation is advantageous to both parties. It has 

the following benefits: 


1. It may make up for our shortage of funds. We must speed up the four modern- 
izations but our funds are limited. If we rely only on our own strength we 
cannot carry out a number of undertakings at the sam time. If we depend only 
on foreign loans for buving technology and equipment on a large scale, we 

will not be able to absorb them, but we will also bear the increasingly 

heavy burden of loans, which will affect our ability to repay the loans when 
due. If we operate joint enterprises with foreign capital, foreign capital 


will become a shareholder by laying out technology, patents and equipment, 

and our country will become a shareholder by laying out mineral resources, 
other resources, construction materials, labor and other subsidiary facilities. 
Thus we may establish more undertakings with ix funds, considerably save on 
the down payment of investments, maxe uj r a shortage of funds and acceler- 


ate the rate of the four modernizations. 


2. It will help us master advanced technology quickly. Modern science and 
technology advance by ‘eaps and bounds 3:1 advance with great rapidity. The 
technical equipment of industrially — ‘ped mtries is generally regener- 
ated once every 5 years, and the rate of regeneration is even greater in the 
case of the newly emerging industrial techniques. if we import complete sets 
of equipment as a general rule, it is possible that by the time capital con- 
struction projects are completed and begin operation, the technology will not 
be advanced enough. But, if we adopt the method of joint operation, foreign 
capital wil) certainly interest itse!’ in the quality, performance, specifi- 
cations, designs and varicty of products and insure the ability of the pro- 
ducts to compete in the international market. Therefore, foreign capital 
will not only lay out advanced technical equipment right at the start but will 


keep providing the technology of regeneration. it even possibir that joint 








investments will be meade to set up research and design centers and develop 

new technolory. This is beyond the reach of other methods of introducing 

and utiticing foreign capital. Chinese scientists, technicians, administrative 
cacres and workers, who are highly intelligent «:¢ talented, will certainly 

be able to apply and develop the advanced science and technology rapidly in 

the course of cooperating with their counterparts in other countries. 


3. It will increase our country's ability to produce and enlarge foreign 
capital’s commodity market. Most of the enterprises we operate jointly with 
foreign capital are built inside our country. This is bound to increase our 
country’s ability to produce, cut down the quantity of similar commodities 
imported from foreign countries and save foreign exchange. Except for those 
enterprises dealing exclusively in exports, jointly operated enterprises gen- 
erally turn out products that meet domestic needs. As far as foreign capital 
is concerned, this means, in substance, an expansion of the market for com- 
modities. China is such a large country, if construction is undertaken sin- 
ulta.eously with improving the people's living conditions, the need for means 
of production and the need for means of subsistence will remain tremendous 
for a long time to come. Therefore, jointly operated enterprises are bound 
to have a great future. Im this sense, joint operation is of mutual benefit 
to China and to toreign countrics. 


4. Both parties to the joint operation can make use of each other's existing 
commodity sales network to develop their foreign trade. 


Generally, the enterprises whose products enjoy a reputation on the world 
market have their agencies, maintenance shops and parts and accessories sup- 
ply companies set up in various countries. When producing the same typ: of 
products the enterprises we build jointly with foreign capital may utilize 
the already existing market and sales network of foreign capital and rapidly 
enter the world market. Our traditional handicraft and art products and 
certain light industry products have also achieved a certain position on the 
world sarket. In recent ‘ears, certain machine-made products, light industry 
and chemical products have also had a considerable demand in the Third Worid. 
Operating enterprises jointly with foreign capital, we may utilize our exist- 
ing business channels ind expand foreign trade to the advantage of both 
parties. For exampl«, tour-wheel field cars made by the Opel motor ar pliant 
in Hungar, and the Volvo plant of Sweden, under an arrangement of joint in- 
vestment, are produce’ exclusively for export, utilizing Sweden's sa) es 
network. This met! od is worthy copying. 


5. I* will help both part es learn each other's good points compensate for 
defects amd raise the level of operation and manegement. We admit that our 
science and technology are backward. We also admit that our level of opera- 
tion an management is quite low and that we must learn from foreign exper- 
icme in manag ng modernized enterprises. This does net sean, of course, 
that all things foreign are good and that we are good at nothing. That is 
aot true. In the mafagement of enterprises we have many experlences that 
have been found effective and are suited to the requirements of devel: ping 





productive forces. For example, the method of combining material incentives 
and political-ideological work is more suited to the conditions of our country 
than mere reliance on material incentives and is more effective to bring into 
play the production enthusiasm of office and tactory workers and raise their 
labor efficiency. In operating enterprises jointly with foreign capital we 
should mainly learn from foreign countries’ experience in mansging modernized 
enterprises. At the same time, we should preserve and develop our good tra- 
ditions, learn their good points to make up for our defects and raise our 
level of operation and management together. 


111 


Bearing in mind the actual conditions of our country, what enterprises should 
we operate jointly with foreign capital and what would be the most advanta- 
geous thing for us to invest in? These questiormBare worthy of our serious 
Study. Below are some suggestions for discussion: 


First, pool capital with foreign countries to open up resources and accelerate 
development of our fuel power industry. 


Our country’s mineral resources are rich, but the extent of their development 
and utilization is very low and is not adapted to the development of the na- 
tional economy. For example, in the 25 years from 1953 to 1977 our energy 
production averaged an annual increase of 10.2 percent while the increase 

in total value of industrial production averaged |! oercent; energy pro- 
duction could not keep pace with the development co: industry. Because of 

the backward technology in the mining industry and the low utilization of heat 
energy, there were shortages of fuel, electricity tor towns, and coal for 
daily needs. Therefore, when operating enterprises jointly with foreign 
capital we should first throw ourselves into the [vel power department and 
speed up development of the energy industry. At the same time, the exper- 
iences of some countries also prove that pooling capital with foreign countries 
to open up resources brings quick returns. It can accelerate the rate of 
development and absorb new technology. 


Second, pooling capital with foreign countries to found enterprises will re- 
quire less investment, bring quick returns and make more profits. This is 
particularly so with the industrial enterprises producing chemical fibres, 
textiles, television sets, semiconductors and calculating machines which have 
a wide foreign market. We would be able to repay our debts quickly and 
lighten our burden of interest. 


Third, the machine-buillding industry has the task of equipping various branches 
of the national economy. When operating enterprises jointly with foreign 
capital we must take full account of what is neeced in this respect. At the 
same time, we may pool capital to dea! in pri te that have a wide market 

at home and abroad; that is, producing trucks and cars. 

Fourth, set up joint trading companies abroad. Such companies can operate 


in two fields: 1) procuring commodities in the countries of both parties 





or shipping the products (jointly produced for foreign market) to foreign mar- 
kets. 2) procuring commodities abroad for sale to the country of the party 
that ace is such commodities. Thus, we could both develop trade to eara for- 
eig: exchange and exchange supplies co meet urgent dome=.°: needs. Our handi- 
craft and art products enjoy a good reputaion on the world market, and some 

of our traditional products are also well received abroad. The joint cosa- 
panies we operate with foreign capital could assume this task: “procuring 
products at home and pushing sales abroad.” At the same time they may pro- 
cure some products urgently needed at home. This method is ftlexibie and 
offers some advantages not found in other methods. 


Fifth, we become a shareholder by supplying labor to establish agricultural, 
industrial, communications, transport and building enterprises abroad. Our 
population is a teeming one and our manpower rerources extremely rich. This 

is our greatest advantage, we should make full use of this advantage and use 

it as much as possible to quicken our progress. In addition to operating enter- 
prises jointly with foreign capital to utilize the resources of manpower in our 
country, we should apply, in a planned and organized way, a certain amount of 
manpower to the industrially developed countries which have surplus funds and 
technology but a shortage of manpower. We should use such manpower to estab- 
lish tactories, farms, communication and Cransportation undertakings, under- 
take construction jobs under contract and even form a manpower network. Ar- 
rangements may also be made whereby we provide manpower and the industrially 
developed country provides technical equipment, and, cooperating with the 

third country, we build a three-nation enterprise in the third country. The 
“system of contract workers” among nations has increasingly spread since the 
1900's, and contingents f “foreign workers” have been formed in each indus- 
trially developed country. At the moment, the United States has more than 5 
million foreign workers and West European countries have more than 10 million 
foreign workers, Japan has more than 1.6 million people working abroad. Yugo- 
slavia has more than 800,000 people and sometimes 1 million working abroad. 
Most of these working people work for a few years abroad, ma’.e some money, 
learn technology and then ceturn home to take up employment. South Korea 

has sent more than 70,00U people to the Middle East to undertake construction 
jobs urder contract, earning foreign exchange te the tune of more than U.S. 

St billion a year. We should activeiy contact the countries who will admit 

our labor force into their countries and are willing to operate enterprises 
jointiv with us, and specifically enter into contracts in this connection. 

ihe contracts should pecify the length of the contract, labor condit. ons, 
wages, amenities, and so forth. Contracts may be renewed. The group cf workers 
may le er be repiaced by another group. If we can organize 1 million people 


if. ir to work abroad, each worker may earn, according to the general wage 
level in industrially develeped western countries, U.S. $7,000 to 8,000 a 
vear. If one-third ot this amount is remitted home to support their families, 
the state may earn U.S. 525 biliion a year, not counting the protits that 

.rue to the jointly operated enterprises. This method of operating enter- 


erises jointly with foreign capital by sending manpower abroad is one of the 
effective ways to train a technical force for the state and is also a channel 
for accumulating foreign exchange. The state should organize this according 
to the plan. 











IV 


Operating enterprises jointiy with foreign capital is quite complicated. 
According to the established practice of variou vcuntries and considering 
the specific conditions of our country, we should pay attention to the following 
matters: First, establish a strict contract system clearly specifying the 
rights and obligations of both parties. The contract coatent should specify 
the proportion of shared capital, source of funds, forms of becoming share- 
holders including cash, equipment, training of te hnical personnel, impli- 
ations of assets, marketing of products, the propertion of sales abroad to 
the sales at home, the fiscal system, building up of reserves, apportioning 
of profitsand losses, formation of a joint committee and its rights and obli- 
gations, the method <> employing technicians and office and factory workers of 
foreign nationalities, wages and growth of wages, relations with other enter- 
prises, length of operation. 


Second, foreign capital may not account for more than 49 percent of the share. 
capital. In the case of the Romania-U.S. data contro! company, for instance, 
Romania holds 55 percent of the share capital and the United States holds 45 
percent. Romania holds 52 percent and Italy 48 percent of the shared capital 
of the Romania-Italy artificial woolen threads company. Romania helds 51 
percent and West Germany 49 percent of the shared capital of the joint company 
established by Romania and West Germany for making decelerators for ships and 
industrial use. Romania holds 57.38 percent and Japan 42.62 percent of the 
share capital of the ink industrial chemical company established by Romanta 

and Japan for producing high-protein yeast feeds, us..ig petroleum as materials. 


Third, it is imperative to strictly select the projects in pooling capita! 

and the items of joint operation. The projects we select should be up to the 
advanced world level. The items of joint operation must be vital to both 
parties. In operating an enterprise, jointiy with toreign capital, Yugoslavia, 
Romania and Hungary take speciai care to select the tirst-class enterprises 

in the world. The items of joint operation are ‘amous-brand products that 

are important to the enterprises concerned. hes periences are worthy of 
being learned by us. 


Fourth, learning technology should be integrated with learning management, 
and import of equipment integrated w th copying. in operating enterprises 
jointly with foreign capital we should acquire technology, learn how to manage 


enterprises and, after a period of time, be able | manace and operate inde- 
pendently. To this end, we may iet foreign capite! assume responsibility for 
technical management and quality management anc ossign chief engineers. We 
may learn scientific management amid the activity of joint production opera- 
tion. Summing vp lessons and experience, Imcia pointed out: nere introduction 
of technical papers and data does not amount to | oduction of technology. 

Man is the most important factor. The key | in personnel training, ad- 
vanced technology may be learned, modernized menagement nay be learned too. 

It is not enough to send men abroad for making an inspection and receiving 
short-term training, or to rely on the other party to instruct us. Care must 


be taken to learn in practice and to keep improving in practice. 





Fifcn, pooling capital to operate enterprises gust be comprehensively planned 
and governed by clear rules and regulations. We must determine specifically 
which departments should be set up first and which departments ‘iave fulfilled 
the necessary conditions. Where .ortunication facilities are ‘acking, trans- 
portation is ¢ifficult and electricity and power scarce, we may want to wait 
until we can improve these conditions before taking up the job. The urgent 
task now is to draft rational foreign capital investment law, profit tax law, 
land lease law and land tax law; develop a fiscal system, management systen, 
wage policy, labor policy, labor protection regulations, awards systems as well 
as property insurance systems, and so forth, concerning the office and factory 
workers of foreigners and the domestic office and factory workers. Only when 
these provisions are made can foreign capital have lavs to depend on in a 
joint operation and can we ourselves have rules te follow. 


To speed up modernized construction in our country, the guideline of intro- 
ducing toreign capital has been laid down, and it is now for us to carry it 
out as quickly as possible. We musi fully know and avail ourselves of the 
present favorable international environment, adopt flexible methods and draw 
on and utilize the funds and technology of foreign countries. Provided our 
work meets the demand of the situation, introducing foreign capital to oper- 
ite joint enterprises will certainly facilitate achieving the four moderiiza- 
tions. 


CSO: 2006 








FOREIGN TRADE 


"WEN WEI PO’ CARRIES REPORT ON NEW PRC CUSTOMS RECULATIONS 
Hong Kong WEN WEI PO in Chinese 28 Jun 79 p 2 UK 


[Text] According to a ZHONGGUO XINWEN SHE [China News Service] report from 
Beijing on 27 June, the PRC Ministry of Foreign Trade has issued “customs 
regulations governing the luggage and articles of travelers who travel 
between Hong Kong and China or between Macao and China.” The new regula- 
tions which will be implemented 1 July 197° have simplified processes, 
given consideration to rational needs, maximized convenience for the 

normal coming and going of the masses of Hong Kong and Macao travelers and 
adopted some necessary management measures. 


After implementing the new regulations, the luggage and articles of Hone 
Kong and Macao travelers which do not exceed the prescribed quantity, 


value and weight norms will be exempted from taxation by Chinese custom- 
houses. 


The new regulations have regularized the practice toplemented since 

1 January this year which allows every Hong Fong and Macao traveler to 
annually bring into China one of the following taxable articles: wrist 
watches, television sets, recorders, radios, cameras and electric fans. 
The new regulations have also added two more articles to the taxable 
articles--bicycies and sewing machines. 


To simplify the customs processes to the maximum and quicken the pace of 
inspecting luggage and articles, the new regulations have prescribed that 
those ports usually having many trovelers should set up “tax-exempt 
passageways” and “taxable passarewave™ at customs inspection sites. 
Hong Kong and Macao travelers not bringing in anv taxable article, whose 


luggage and articles do not exceed 30 kg and conform in vartety and 
quantity to specifications may go through the “tax-exempt passageway” 
after passing the customs inspection. Hone Kong ond Macac travelers 


bringing in taxable articles or those exceeding the tax-free weight and 
specifications must go through the “taxable passageway” and report 
accurately to the customhouse. The customhouse will then go through the 
inspection and taxation processes in accordance with relevant regulations, 
The customhouse will handle those who viol ite the sbove regulations accorde 
ing to applicable regulations. 

















According to the new regulations, travelers leaving for Hong Kong and Macao 
may bring luggage and articles with them which do not exceed quantity norms. 
However, “those Hong Kong and Nacao travelers who arrive in and leave China 
on the same day will only be allowed to bring necessary personal articles 
vitn then.” 


The new regulations also prescribe that Hong Kong and Macao travelers who 
are going to settle down in China or Chinese travelers who are going to 

settle down in Hong Kong and Macao must present their testimonials to the 
customhouse and that their luggage and articles will be handled according 


to the “customs measures for inspecting the luggage and articles of travelers 
arriving in or leaving China,” 
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FOREIGN TRADE 


"WEN WEI PO" REPORTS ON GUANGDONG, FOREIGN TRADE 
Hong Kong WEN WEI PO in Chinese 25 Jun (9 p 2 HE 


[Text] According to our own sources, this paper's reporter telephoned 
Beijing RENIN RIBAO last right, requesting confirmation of a report that 
Guangdong Province had signed processing and assembly contracts with 
foreign traders amounting to $300 million. 


RENMIN RIBAO replied that it had recently sent a reporter to investigate 
Guangdong’s foreign trade development and its processing and assembly 
trades. By the end of February, Guangdong had signed some 300 processing 
and assembly contracts with foreign and overseas Chinese, Hong Kong and 
Macao traders, totaling some $300 million. The ere st majority of these 
items have begun production. 


The RENMIN RIBAO reporter's investigative report says that under present 
conditions, the processing and assembly trades for foreign traders are an 
effective method for the state to earn more foreign exchange revenue 
quicker. Such trade also has advantages and plenty of room for develop- 
ment. 


RENMIN RIBAO says that the great majority of agreements have been signed by 
medium and emall light and textile industrial wnits, which came into 
operation 1 or 2 months after the agreements were siened. 


According to a 24 June ~essage from the REUTERS News Agetcy in Beijing, 
RENMIN RIBAO said that bw the end of this February, production whites in 
Guangdong Province, China, had signee some 300 agreements with foreign 
companies on processing and assembling goods totaling abowt $300 million. 


The paper says that Guangdong Province began processing and assembly work 
for foreign traders last Jove. The larger part of the goods which the 
province has undertaken to process and assemble belong to Hong Kone 
companies, The paper says that production of the great majority of the 


goods prrvided in the *zreemests and cortrecte signed tast June has begun. 











The large: part of the contracts are in the compensation tr-de which means 
that foreign companies provide the materials and equipment and finaily 
acquire the products, but not cash because China is short of foreign exchange, 


The reporter said: "The majority of these agreements deal with medium and 
small textile industrial items that can be preduced quickly and developed 
easily, do not consume China's own raw materials or spend a large amount 
of state capital for capital construction." 


He said that to fulfill the production quotas provided in the agreements 


some units have carried out a piecework system and not paid their workers 
on a salary basis, 
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FOREIGN TRADE 


"KYODO' CITE; DENG ON PRC TOURISM; REPORTER OUTLINES ACCOMMODATIONS 
Tokyo KYODO in English 0713 GMT 8 Jul 79 OW 


[Text] Osaka July 8 KYODO--China is steppine up efforts to promote its 
tourism with an apparent hope to help increase its foreign currency 
earnings. 


Tourism was one of the topics between Chinese Vice Chairman Deng Xiaoping 
and prominent Japanese business leader Konosuke Matsushita, during the 
latter's visit to Beijing from June 25 to July 4, 


Matsushita suggested to Deng that China further develop its tourist re- 
sources abounding in many historic places. 


Deng agreed, but he noted many problems in tourist development, according 
to sources accompanying Matsushita. 


Japanese tourists to China have veen rapidly increasing in recent years. 
In 1977, some 20,000 Japanese visited China purely for tcurist purpose. 


The figure shot up to about 30,000 in 1978 and is expected to reach about 
50,000 this year. 


To accommodate the fast growing number of Japanese wishing to visit China, 
nine Japanese tourist agents plan to start package tours in January next 
year. These tours will pave the way for individual sight-seeing trips 
instead of the present limited group tourist trips to China, 


However, air service, Chinese hotels and taxicabs and other accommodations 
in China are still inadequate and cannot cope with the increasing number 
of Japanese and other foreign tourists. 


The following is an outline of Chinese tourist accommodations, given by a 
KYODO reporter who accompanied Matsushita on the China visit. 


(Beijing airport)--work is under way at a quick pace to improve and expand 
runways and taxiways and build a new terminal building. 
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China's national flag carrier (CAAC) will start Boeing 747-SP Jumbo flights 
on its international! service next spring. 


This is China's response ‘to use of DC-10 or other big planes by Japan's 
JAL and other foreign airlines on their flights to China. 


At present, JAL, Air France, Iran Air and Pakistan International airlines 
have scheduled service between J«pan and China, including stops at Shanghai. 


Their combined flights total 14 a week and passenger occupancy of these 
flights is about 80 per cent, 


A big problem for airlire officials is the in:dequacy of ground facilities 
and equipment at Beijing Airport. 





An official of JAL's Beijing office said departures are often delayed 
because of the shortage of ground facilities, 


He said he trembles sometimes wondering if JAL's afternoon flights to Osaka 
can arrive before the anti-noise time limit of 9 p,m. at Osaka Airport. 


JAL ians to call its experts to Beijing for technical guidance and pre- 
parations for planned wide-bodied jet service. 


(Hotels)--A Japanese textile trader from Osaka strongly hoped for more hotel 
rooms in Beijing. Many foreign business residents in Beijing are using 
their notel rooms as office and residence. 


The estimated 5,000 rooms in Beijing's hotels for foreigners are usually 
almost all occupied. 


Foreign businessmen's applications for their extended business stay are 
often turned down for rersons of the shortage of hotel accommodations. 


according to recent reports by the weekly BEIJING REVIEW, the Chinese 
authc sities have been urging people's communes and other public organiza- 
tions to offer their facilities to foreign guests as a provisional step 
to ease *he tight hotel situation. 


A government-operated health and recreation hall at the eastern end of 
tue Great Wall of China is being changed into a hotel. 


An ircreasing number of hotel enterprises of Japan, the United States and 
wverseas Chinese business groups are requesting permission to build hotels 
in China. 


(Taxi)--The greatest inconvenience foreign tourists encounter in Beijing 
is transportation, Beijing has an estimated 2,000 taxicabs at present. 


About 500 of them are equipped with radio communication devices. There is 
a great temar. for more cabs. 
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BRIEFS 


SIDECAR IMPORTS--Kanazawa, Ishikawa Pref,, 9 July KYODO--A Kanazawa-based 
trading company will import a model of Chinese-built sidecars in October 
for marketing in Japan, The trading company, Sanetsu Koeki Co,, said the 
model to be imported is the "Chang Jiang (Yangtse River) 750," especially 
designed for the Japanese market, The company said the sidecar is 
expected to enjoy fast sales among motorcycle enthusiasts because of its 
classical design. Sanetsu Koeki, the first Japanese company ever to 
import Chinese-built motorcycles, said the import may contribute to 
correction of the current bilateral machinery trade imbalance, now 
heavily in Japan's favor. [Tokyo KYODO in English 0110 GMT 9 Jul 79 OW] 





HUNAN PREFECTURE EXPORT--During 1979 the people in “iangtan Prefecture have 
set up 10 export commodity bases, providing more goods for foreign trade. 
From January to May 1979, the prefecture had fulfilled 48 percent of the 
whole year's plans of foreign trade procurement, an increase of 14 percent 
over the corresponding period of 1978. [Changsha Hunan Provincial Service 
in Mandarin 1100 GMT 14 Jun 79 HK] 
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